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-LETTERS- 


Qut Where Good Times Begin? 


Sirs (Depositors): GOOD NEWS! 


Millions of idle dollars have gone back to work since our bank 
launched a statewide ‘Back to Good Times” movement for 
California. 

This is the most encouraging thing that has happened for 
months. It shows that Californians have confidence in their great 
state. It proves that California has the spirit that wins. 

Every dollar on deposit is a working dollar, creating from $5 
to $10 in credit. Credit is the lifeblood of business; and business, 
in turn, creates jobs. 

Think of it in this way: When a stone is dropped into a pool 
of still water, it forms “rings,” which expand and spread, one 
within the other. So it is with money. Every dollar wisely spent 
makes endless “rings” of business activity. And every dollar 
deposited in the bank forms many “rings” of credit. 

The more dollars, the more rings, and the faster and farther 
they spread. Everybody benefits! 

Buy what you need at today’s prices, and if you have extra 
funds, put them to work for you, earning interest and creating 
credit. This will help you, our community and the entire state. 

You can hasten the return of prosperity by opening a ““Back to 
Good Times Account,” or by increasing your present bank deposits 
as much as possible without stinting normal expenditures. 

Our bank sincerely desires to be of even greater service to this 
community; and your deposits, large or small, will enable us to 
increase this helpful service. I am sure you will want to join with 
us in this constructive movement. Won’t you drop in and talk 
it over? Cordially yours, 

W. J. BRAUNSCHWEIGER, Vice-President and Manager, 

Bank of America, National Trust and Savings Association, 

Los Angeles Main Office 





eee 


They Are Not Dead But Sleeping 


Sirs: Quite some time ago, I think I saw an article (‘‘Nine 
Letters to the Messrs. ‘B’’’ by Fred M. Staker, Commerce Trust 
Company, Kansas City, July, 1930) with a series of letters in your 
magazine in regard to dormant accounts. 

If you could conveniently locate this article, I would appreciate 
your sending me a transcript of it and the letters. 

We have under consideration a plan to contact all our dormant 
accounts along the lines mentioned by Mr. A. L. White in the last 
issue (April, 1932) of your magazine (“Those Troublesome 
Dormant Accounts’). By the way, can I have Mr. White’s 
address? 

Thank you for your courtesy and attention. 


_ Ricuarp A. Sweeney, Assistant Secretary, 
Lincoln-Alliance Bank and Trust Company, Rochester, New York 


eee 
See Page 18 


Sirs: On account of the present business conditions, the 
Commerce Trust Company has frequently been asked recently to 
accept life insurance policies as either collateral on a new loan or 
as additional collateral on an old loan. 

Since the average commercial banker is not familiar with the 
legal aspects of pledging life insurance policies, I was asked to 
make an investigation of the law relative to this question for our 
information and guidance. After considerable research, I have 
Written an opinion regarding the various aspects of this question. 

On account of the fact that your magazine is read by a number 
of commercial bank officers and bank attorneys, I thought possibly 
you might like to publish, either in one issue or serially, this brief. 

have naturally, however, placed emphasis on Missouri law, but 
considerable general law is included in the brief. 
Very truly yours, 
OLiveR J. NerBeL, Assistant Trust Officer, 
Commerce Trust Company, Kansas City, Missouri 


eee 


Try Carter Glass, Washington 


Sirs: The past eighteen months have witnessed a larger and 
arger volume of literature sponsoring branch and chain banking 
emanating from various sources. The purpose of all this being to 
persuade the public at large that such is the ultimate solution of 
our banking problems in the United States. 

There still remain thousands of independent bankers in this 
Country like the writer, who are not and never will be convinced by 
this literature. There is as much, and possibly more, to be said 
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against this type of banking right now, as there is or ever was 
against the “independent system.’ The failures of the Bank of 
the United States in the City of New York, the Bank-Kentucky 
Corp., the People’s State of South Carolina are only a few 
examples of what can ——- in either of the “‘new systems.” 
The aggregate amount of deposits involved in any one of these 
represents hundreds of thousands of dollars, sometimes millions. 
What we are anxious to obtain is some literature that presents 
the other side of the picture. Something that gives the viewpoints 
of the unit bankers. If you can give us the names and addresses 
of persons who are in a position to give some of that class of litera- 

ture, we will appreciate it very much. 

CuHaARLEs E. BARKL, President, 
Farmers & Merchants Bank, Huron, South Dakota 
oo 


How Many Employees per $10,000,000 Deposits ? 


Sirs: I have charge of the personnel of this bank and have 
been compiling statistics regarding the ratio of employees, not 
including officers, to deposits and find that our operations have 
been increasing in efficiency and last year reached a high point of 
32.8 employees for each ten million dollars in deposits. 

I should like to know how this compares with other banks and 
wonder if you have any information or if you know where it is 
available. 

I trust that this will not inconvenience you and assure you of 
my appreciation of your assistance. 

F. B. Putnam, Assistant Cashier, 
Farmers and Merchants National Bank, Los Angeles 








; are Normal Times— 


for Some Bonds 


‘Back to normalcy” doesn't necessarily mean back to higher prices for 
all bonds. It took a “buyer's market” to bring a good many issues down 
to what they re really worth. And some bonds still have a down- 
ward trip ahead of them. 


We say this not because we are alarmists. We realize that when business 
improves the majority of our investment issues will command substantially 
higher prices. But we feel that those bankers who are simply waiting for 
their bond accounts to come back are due for some keen disappointments— 
for only the good bonds are coming back. And by ‘good” bonds 
we mean not those that were good when you bought them, but those that 
are good today . . . and will be tomorrow. 


Today is no day for complacency, for over-hopeful waiting—it's a day for 
action. Today your bond account needs a thorough overhauling—a pains- 
taking examination of the possibility of eliminating the undesirable ones, 
substituting others that offer greater security of principal, greater pos- 
sibilities for recovery. Today—and every day to come—your bond 
account needs constant, expert watchfulness to follow the world-wide 
factors that influence investment values, to guard against further losses 
and grasp opportunities for recovery as they appear. 


Realizing the inability of the average bank to cope with such a tremendous 
job, but realizing that this job must be done, hundreds of banks have 
subscribed to Moody's Super- 


MOO DYS | NVE S TO R S S E RVI C E visory Service. Here they 


JOHN MOODY, President find the facilities, the experi- 


65 BROADWAY 


BRANCH 


OFFICES 


NEW YORK CITY ence, the unbiased counsel 
that is putting their bond 


accounts on the road to 
financial recovery . . . that can do the same for yours. 


IN ALL PRINCIPAL CITIES 


The fundamentals of a sound investment policy for your bank are dis- 
cussed in our booklet: “Management of the Bank’s Bond Account.” 
Write for your copy now. We'll also send copies to your directors, 
if you wish. Just address: Moody's Investors Service, 65 Broadway, 
New York City. 


In writing to advertisers please mention The Burroughs Clearing House 








When 
runni 
doesn 
again 

Bi 
again 
Come 

“sp 


ofat 
Pil ju 
then 


bank. 
not 1 
pulles 
narro 
to pu 
a lon; 
On a 
comp 
coup! 
a dai: 


the > 
shoul 
his d 
the g 
ative 
a gor 
the « 
sure, 
story 
it we 
purp 
tale i 
ee 
too 
and | 
when 


bank 
there 
tale 

prev 
semk 
bank 
sure 

agall 
belie 
sittiy 
weal 
tryir 





prog 





for 
wn 


1eSs 
ally 
for 


nds 
hat 


ISSES 


Jous 
lave 
per- 
they 
Deri- 
insel 
yond 
1 to 


dis- 
nt.” 
tors, 
way, 





Five 








| Vol. 16, No. 10 








|] « 








he Burroughs 


Clearing House 








PS 
, July, 1932 al 














atience Lill the Tide Turns 


By Rome C. Stephenson 


Vice-president, St. Joseph County Savings Bank, South Bend, Indiana 


formula —two men wished to get across a bay where 

the only available transportation was two rowboats. 
When they got down to the water’s edge, the tide was 
running strong against their course. Said the older, “‘It 
doesn’t look to me as if we can make a great deal of progress 
against this tide.” 

But the younger declared, “I can make headway 
against the tide, and get there by working extra hard. 
Come along.” 

“No thanks,” the older decided. “I’ve seen this kind 
of a tide before, and it’s too strong to row against. I think 
I’ll just sit here and do some thinking until the tide turns; 
then I can get across quickly, safely, and surely.” 

So the younger shoved off, while the elder sat on the 
bank. No matter how hard he pulled, the oarsman could 
not make progress. The tide, once he got out in the stream, 
pulled him in the other direction. Three hours later, after 
narrowly escaping an involuntary trip to sea, he managed 
to pull up on a rocky point. When the tide turned, it was 
a long row back to his destination, and he was all tired out. 
On arrival, he found that his 
companion had been there for a 
couple of hours, and was fresh as 
a daisy. 

By all the rules of pep stories, 
the venturesome young fellow 
should have been rewarded for 
his daring, should have reached 
the goal long before the conserv- 
ative old codger, and have had 
a good laugh at the expense of 
the elderly slow-poke. To be 
sure, I might have made the 
story come out that way —but 
it would not have served my 
purpose. For the moral of this 
tale is different; it may be stated 
as: “Sometimes there are forces 
too strong for us to overcome, 
and it is a wise man who knows 
when he meets this condition.” 

To some of us who have been 
bankers for a good long while, 
there is something apropos in my 
tale of the two rowers. Having 
previously seen tides that re- 
semble the present current of the 
banking business, we are rather 
sure that some types of struggle 
against it are merely futile. We 
believe we can do better by 
sitting on the shore and not 
Wearing ourselves out through 
trying to make those types of 
Progress which today’s condi- 


ti upon a time—to start off in the conventional 
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tions would keep us from making anyhow. And if we have 
the patience to hold ourselves to the endeavors which will 
get real results instead of wasting our time and our energies, 
we shall make a great deal of progress in these fields. 

I admit that it is trying and tiresome to sit among our 
difficulties and merely mind our business in conservative 
fashion. The temptation is strong, after two and one-half 
years of adverse conditions, to strike out boldly for the 
other shore. A good many of us admit that we do not 
know exactly when the tide will turn. But we have seen 
similar tides, we have seen them turn, and we know that 
after the turn of the tide the banker who has followed the 
example of the unventuresome oldster will reach the shin- 
ing goal before his less discreet fellows. 

The principles of good banking have been just the same 
for a great many years, and they probably will not change 
much during the lifetime of any of today’s bankers. They 
are not altered by depression conditions. It will pay any 
of us to keep this fact in mind, and to operate accordingly. 

But although principles do not change, the emphasis 
shifts. In times like these, the principal job of a good 
banker is conservation. This is 
a less spectacular type of bank- 
ing than the kind that prevailed 
for a good many years prior to 
1929. But if properly per- 
formed, it will in the long run be 
even more profitable and satis- 
factory. 


I DO do not blame the ‘younger 

men of our profession, who have 
not been through any previous 
long depressions, for becoming a 
little impatient with this con- 
servative program that the times 
have imposed upon them. It 
must seem to them like so much 
time wasted without progress for 
their institutions and for them- 
selves. Probably any of us 
would feel the same, lacking our 
longer experience. It takes a 
fairly old head to be willing to 
sit on the shore when there 
seems any chance of making a 
safe passage across the bay. 

For the past few months this 
restlessness has been noticeable 
among’ bankers, particularly 
among the younger men. Many 
an officer with twenty or thirty 
years’ experience has mentioned 
to me that he is continually 
having to calm down his younger 
men and convince them that this 
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is a time to hold their present business 
rather than try too aggressively to get 
more. Not, mind you, that one should 
simply fold his hands and hypnotize 
himself into believing that all business- 
getting activities should be suspended. 
Decidedly they should not. Advertis- 
ing should be maintained at a high 
level. Desirable new accounts should 
be welcomed and solicited. 

Perhaps I can best explain what I 
mean by recounting something that 
came to my notice the other day in a 
big-city bank. One of the senior officers 
was interrupted in his conversation by 
a telephone call from one of the junior 
officers—a junior officer whose re- 


sponsibilities are rather large and who 
is an aggressive, go-getting type of 


to the expense of tearing out those 
windows and putting in a set of dis- 
plays on that side too. The public 
would be more likely to decide we are 
running so low on deposits that we 
simply have to get more, and then some 
of the blamed fools will come in and 
draw out what they’ve already got 
here. . . Yes, that’s a good idea —but 
for the future. We used it for several 
years before the war, and finally quit 
it because every bank in town was 
doing it. I guess that was while you 
were still in college. They have all 
given it up, because it lost its force 
while it was being so generally used. 
I think it ought to pay well if we get 
the jump on all the other banks by 
doing it after more of those people get 
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Having previously seen tides that resemble the present current of the banking busi- 
ness, we are rather sure that some types of struggle against it are merely futile 


banker. The telephone call took almost 
ten minutes, and from the first it was 
evident just what was being proposed. 

“No, I don’t think so, George,”’ said 
the senior into the telephone. “Yes, 
that is a good idea, but I would rather 
do it at some time when it will bring 
greater results per dollar of expense. 
You know, there really isn’t much 
business of that kind to be had and I 
don’t see what’s to be gained by spring- 
ing a good idea like that right now. 
Let’s wait until people have a little 
more money, then use your scheme 
with an increase in our advertising 
appropriation. I'll bet we'll make a 
clean-up if we jump in with it under 
those circumstances No, I 
wouldn’t. We've got plenty of window 
display space for the present, and I 
really think we'll keep a greater senti- 
ment of public confidence with us if we 
keep that side of the bank looking con- 
servative and strong, rather than going 


to working regularly. We're getting 
our share of that business right now, 
but there isn’t very much being done 
because those folks haven’t any money. 
Yes, I was comparing notes with Jones 
at the State Trust and Barnes at the 
Fifty-third National, and their volume 
is off in that department almost ex- 
actly the same percentage as ours.” 

A long pause, while the young man at 
the other end of the wire was evidently 
pouring out his soul on the necessity 
for good, aggressive new-business ac- 
tivity to regain the ground lost by the 
departments under his charge. Then 
my friend gave his final advice. “‘Now 
look here, son, this falling away of 
business isn’t anything to get unduly 
excited about. It isn’t any individual’s 
fault and it has been going on for quite 
some time. What’s more, it may con- 
tinue for quite a while longer —I don’t 
know. No matter how vigorously we 
work for new deposits under present 
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circumstances, we are going to lose 
them faster than we get them. You've 
got plenty to do if you keep your mind 
on the business you already have, and 
make sure that your losses are down 
to rock-bottom. We are already doing 
enough in the way of new business 
work to keep ourselves before the 
public, and we’re doing a blamed good 
job of taking care of our old customers. 
Let’s keep that up, and worry about 
it nights if we have to, instead of 
diverting our ability and our energy to 
things that could not possibly pay 
their way with business as it is. The 
best thing that this bank can do in 
times like these is to mind what busi- 
ness it has, and forget to get all 
bothered about the business it’s losing.” 

He hung up the telephone and de- 
livered himself of a speech which I be- 
lieve any banker might well call to 
mind when he gets too restless about 
current conditions in his own bank. 

“Damn it,” he exclaimed, “I spend 
half an hour a day trying to keep our 
younger men calmed down. We're 
having our difficulties, but let’s not 
get too excited about them. After all, 
plenty of other people are having 
troubles. There have been plenty of 
times when bankers have had com- 
parable troubles. And pessimistic as 
it must seem, I dare say there will 
doubtless be plenty of such times in 
future. Every banker with a sound 
institution has enough gumption to 
know what to do, if he just keeps calm. 
Let him handle the urgent jobs that 
keep coming to him every day in the 
week, and pretty soon we'll all find 
ourselves out of the woods and back in 
the green pastures.” 


[F volume of deposits shrinks, and gen- 

eral business in the bank is none too 
active, these are only the results which 
may be expected in times of sharp de- 
pression. Commercial customers are 
doing less business than normal; there- 
fore as a class they carry smaller bal- 
ances. Good commercial loans are hard 
to get for the same reason. Savings 
accounts shrink, or eventually are 
closed out, because savings depositors 
have had their incomes so severely cut 
into that they are now drawing out 
their balances to live on. It is unfor- 
tunate, but after all, they are doing 
exactly what we told them to do dur- 
ing the more prosperous years. Those 
who saved up their money for a rainy 
day are now getting the benefit of their 
thrift and foresight. But their collec- 
tive withdrawals inevitably pull down 
our balances. Then, too, there are the 
hoarders. These timid souls now fear 
all banks and prefer to get their cash 
while the getting is good. It would be 
nice if they did not feel so, but a cer- 
tain percentage of the human race 1s 
ultra-cautious, and may be expected to 
behave in exactly this fashion when 


(Continued on page 5) 
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OHN DOE Needs a 


—— Personal Program 


cf3y John J. Heflin 


Vice-President, Union Planters National Bank and Trust Company, Memphis, Tennessee 


OTHING could be more striking than the 
contrast between present day dejection and 
the days of 1918 when every man had his 

chin up and was hourly helping to win the war. 
What is the change? Conditions are certainly not 
as threatening now as then. 

In 1918 we stood to lose not only our capital but 
our very institutions were at stake, and thousands 
of our loved ones were daily being exposed to death 
on the fields of France. And yet good morale was 
universal. Mothers were, of course, worried about 
their sons but they felt a genuine thrill at the con- 
tribution they were privileged to make for the 
common good. 

Now men study the storm clouds and shudder. 
They talk with a real relish, and with chin on the 
chest, of the dreadful things that have happened 
and of the gloomy things they fear. A capital loss 
has taken place—but, be it said, in many cases it is 
a paper loss or a forfeiting of funds that the griever 
had done nothing to acquire. Death is not im- 
minent, unless one chooses to jump from a tall build- 
ing or worry himself to death with might-have-beens. 

Losses and distress are, indeed, manifest on every 
hand. Record lows on stocks and commodities 
seem never to stop; action seems superseded by 
inaction. Good men are without employment and 
a feeling of insecurity is quite general. “Buy low, 
sell high” used to be called the Jewish lullaby, but 
it has now become a folk-song of reminiscence. The 
man who formerly spoke of selling out and moving 
away may still move away but to whom will he 
sell out? 

Yet what is John Doe doing about it? He is well 
intentioned. He wants to help. He is not a vicious 
man who would level the world down just because 
he is personally in trouble. When the war was 
going on, he had a personal program. He started 
his day with a small amount of sugar for his coffee, 
put up in a little envelope. He walked with his 
family to the zoo on gasless Sunday. He gladly cut 
down on white bread and on meat so that the 
soldiers might have plenty. He bought Liberty 
bonds; he gave to every cause until it hurt, and 
enjoyed the pain. He mentioned bad news casually 
and gloried in good events. 

The distinction clearly is that in those days 
John Doe had a program. He knew what to do when 
he awoke in the morning; and when he went to sleep 
each night he felt that he, personally, had done a 
number of things to help win the war. 

John Doe has been accustomed to accept leader- 
ship and it is from his leaders that hitherto he has 
attained a sustaining program. But now he feels 
that his leaders have led him deeper into the wilder- 


ness. Political leaders have told him that prosperity 
is just around the corner. They have shocked him 
by urging him to spend his savings. They have 
exhibited confusion in Congress and he hesitates to 
pin his faith to them. 

His business idols have shown feet of clay—and, 
in some instances, muddy hands too. They have 
advised John Doe poorly. In most cases the advice 
has been well intended but in many instances it has 
been rank guesswork and, indeed, on too many 
occasions it has been the will-you-walk-into-my- 
parlor type of advice that the spider gave the fly. 
And lumping all the advice together, it has nearly 
all turned out badly. 

Then, if John Doe turns from the political and 
business leaders and tries to find independent guid- 
ance, he can get professional advisors who will send 
him “Washington letters” that will give him the 
jitters by their predictions of an impending and 
undefined ‘crisis,’ and the newspapers, he observes, 
are omitting or soft pedalling important events that 
he knows are happening in various parts of the 
country. 

Whither shall he turn? A personal program is 
about as important as his daily bread—to him and 
to the general welfare—and such a program should 
be provided if possible. 

The only suggestion that presents itself is this: 
Let some leader in the community who has nothing 
to sell, no irons in the fire, take some responsibility 
voluntarily upon himself. This leader may be a 
physician or a judge or a retired business man but, 
in all events, he must have a genuine pro bono 
publico point of view. 


ET such a leader call ten or twelve whole- 
hearted friends to his home some evening and 
say to them: 

“I recognize that this group can not cure the 
depression. That is too widespread. But perhaps 
we can lighten its effect in this community by giving 
the man in the street a program under which he can 
feel that he is helping the situation to some extent 
each day. Let's not simply tell him to work hard— 
because he may not even have a job, or his volume of 
business may be too low to keep him active. Let's 
not tell him that this is only a state of mind—be- 
cause any sensible man knows better—but let's 
devise, if we can, some plan, some philosophy, that 
will rebuild morale by establishing a schedule of 
definite, concrete things that any man can do to 
ameliorate our own local conditions. We may 
succeed in helping the situation or we may not but, 
at any rate, let's try.” 

Gentlemen, the meeting is open for discussion. 
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storms blow. They deplete our de- 
posits still further—but what of it? 
Most of us already have on hand more 
funds than we know what to do with 
at a profit. 

One of the best sermons on what to 
do in times of depression was preached 
in our bank lobby the other day by a 
customer. He is a Pole who has been a 
customer of the bank for longer than I 
have been here —one of those savings 
depositors who deposit every pay day, 
and never withdraw. I had seen him 


getting out money several times, and 
so the other morning I hailed him over 


“Boy, I like this depression !"’ 





to my desk as he was going out. “How 
goes it, Pete?” I asked. 

“Hello, Mr. Stephenson,” he an- 
swered cheerfully. “‘Me? Everything 
fine. Thirty-four year the old woman 
and me we save our money. Now I 
working two-three days a week. The 
other days we go fishing, catch so 
many fish we never buy no meat. You 
know, we got about $15,000 in your 
bank. Every week I come in, draw out 
a little money to make enough to live 
on. We not use it fast as the interest 
piles up. I guess maybe if I never get 
full time, we got enough to live on all 
our lives. Boy, I like this depression! 


Thirty-four year I work hard at 
Studebaker’s, never get no vacation. 
Now I got a vacation every week, have 
lots of fun fishing!” 


FEW bankers can do much fishing 

right now. But those of us whose 
institutions are in good shape might 
well follow the example of old Pete. 
We can keep calm when, for the first 
time in our lives, we cease to make 
great forward strides every week. And 
eventually, just as Pete will have full- 
time work at Studebaker’s again, we 
shall find that the troubles have dis- 


appeared and we shall once more have 
the opportunity to resume building for 
size as well as for soundness. 

At present every bank has excep- 
tional opportunities for cementing it- 
self so solidly in the financial structure 
of its community and in the hearts of 
its depositors and borrowers that no 
earthquake can shake it loose. Pri- 
marily, there are the salvage jobs. 
Every bank has had, and for an indefi- 
nite time to come will probably con- 
tinue to have, the opportunity to help 
customers to survive the storm. No 
matter how carefully we have chosen 
our borrowers, we inevitably have had 
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some of them get into difficulties of 
varying degrees of acuteness. The 
banker who does not worry unduly 
about present growth or shrinkage of 
deposits has just so much more mental 
energy to be used in helping these 
customers back to normal. In our own 
bank, we have been able to work with 
several customers who, but for the help 
we were able to extend, might have 
gone on the rocks. As it is, practically 
every one of them today is sailing 
along = satisfactorily—not, perhaps, 
making much money but at least 
getting by in shape to weather any 
storm that may conceivably come. 
And by reason of this condition, they 
are all of them good credit risks where 
a few months ago some of them looked 
much less attractive. 

There are the jobs of pitching in with 
other bankers to save those businesses 
which, without concerted assistance, 
might get into trouble. Even though 
such a company may not be one of our 
own customers, it is good business for 
us to keep them going. One lesson that 
every banker has learned during the 
past months is this, that when trouble 
of any sort comes to town he will get 
his share of it. So it pays us to keep 
trouble out of town, even though we 
may personally incline only to looking 
out for ourselves. 

Another form of salvage work that 
requires the best ability we have is 
that of keeping our own assets in the 
best possible condition. This calls for 
little comment. We have all seen the 
elusiveness of net worth today, with 
bonds selling at prices so low that 
quoted prices can no longer be regarded 
as. indexes of anything but forced 
liquidation. Some banks have been 
able, despite market conditions, to 


maintain their reserves with com- 
paratively slight depreciation. Need- 


less to say, this calls for the very 
keenest attention of any banker, and 
can be far better carried on by the man 
who is not allowing himself to be 
diverted to what might be called the 
non-essentials of today’s banking. 
Finally, there is the job of salvaging 
as much as possible from the wreckage 
where a customer has _ foundered. 
Those of us whose experience goes back 
to other panic times realize how com- 
paratively little of this there has been 
since 1929. And if bankers were in- 
clined to pat themselves on the back, I 
believe that we might indulge in con- 
siderable self-congratulation on the 
way in which we have managed to 
help our customers keep afloat despite 
high winds and rough waters. 
Another job of primary importance 
is so to conduct our banks that every 
move we make will retain and increase 
public confidence in banking in general 
and in our institutions in particular. 
Bankers have been thoroughly awake 
to this need for at least a year, now. 


(Continued on page 26) 
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© froughts on Account Analysis 


cBy Wilbur F. Lawson 


Vice-president and Comptroller, First National Bank of Boston 


perplexing problem confronting 

every banker who delves into the 
subject of bank costs. It was with the 
thought of eliminating the complexities 
prevalent in most cost plans that the 
method described below was worked 
out by a group, who are of the opinion 
that they have cut the Gordian knot of 
Overhead and can now present a 
practical cost system applicable to 
almost any bank regardless of size. 

In the strictly commercial depart- 
ment of any bank there are two pri- 
mary sources of earning power —first, 
the capital structure belonging to the 
shareholders, and second, the deposits 
left with the bank. When a business of 
any sort is undertaken, those initiating 
it expect to advance certain funds to 
furnish a place of business, a capable 
management and necessary advertis- 
ing and publicity. That is to say, the 
shareholders expect to furnish a num- 
ber of essentials and look to business 
resulting therefrom for their returns, 
or, putting it in another way, the 
earning power of the shareholders’ 
money will provide the foundation and 
good will of the enterprise, while the 
volume and conduct of business will 
provide the profit. Applying this 
theory to a bank, it seems reasonable 
to assume that many expenses may be 
charged to the income from the capital, 
surplus and undivided profits. . For 
instance, in computing the cost of 
handling checks, it is rather stretching 
a point to include in that figure any 
part of the expense of entertainment, 
advertising, or new business solicita- 
tion, since the account is in no way 
benefiting therefrom and does not re- 
quire any such expenditures. On the 
other hand, the nature of the business 
Involves this expense and any bank 
expects to meet it. Consequently, it 
is part of the burden of the shareholder 
in undertaking the business to stand 
these items and he should pay for them 
from the return his money earns. If 
the bank is conducted properly, there 
will be profits from the deposits 
handled and it is these profits which 
are awarded to the owner or share- 
holder. 

Thus we come to the conclusion that 
the income from the capital structure 


7s bugaboo of overhead is the 
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meets certain expense while the income 
from the deposit business meets a 
different class of expense, leaving a 
reasonable profit. This method pro- 
vides the means of arriving at per- 
item costs which will be absolute, or in 
other words, eliminates from item 
costs the general overhead which at 
best can only be distributed by 
estimate. 

The matter of an investment cost or 
the cost of converting the depositors’ 
money into earning assets has received 
our careful consideration and study. 


[¢ is axiomatic that a bank must put 

its deposits to work in order to render 
banking service to its depositors. 
Although a savings bank can invest its 
deposits in securities and long term 
loans at a minimum of cost, a com- 
mercial bank must stand ready at all 
times to meet the demands of com- 
merce and industry if it is to serve the 
purpose for which it is founded. The 
depositor of a commercial bank should 
realize these facts and therefore should 
be willing to assume in one way or an- 
other the cost of investing his money. 

Most banks that have gone into this 
subject are. applying an investment 


cost directly against each customer’s 
account in proportion to his balance. 
We have simplified the application of 
the investment cost by reducing the 
gross income from loans and invest- 
ments by the operating cost of the 
loan and credit departments, plus a 
reasonable sum to cover normal losses, 
thus arriving at a lower average yield 
rate to be used in computing the in- 
come on loanable funds. In justifica- 
tion of this method we would point 
out that banks usually charge higher 
rates on loans that give them more 
work, such as collateral loans, the dis- 
counting of a number of small bills 
receivable, small loans in general that 
require as much time as the larger ones, 
and particularly loans that involve 
greater risks and demand more atten- 
tion on the part of the officials, and 
consequently by reducing the gross 
income in the manner previously 
stated, we obtain an average yield rate 
that more closely approximates the 
return on the highest grade commercial 
loans. Losses are sustained in almost 
every line of endeavor and as the busi- 
ness man must adjust his prices to 
cover such eventualities, so must the 
banker take this into consideration in 
quoting his rates. 

From the foregoing it will be seen 
that before computing the activity and 
investment costs, it is necessary to go 
over the expense records and classify 
as overhead all expense which cannot 
be definitely allocated to a particular 
type of item. This classification will 
designate as activity costs the salaries, 
rent, supplies, and depreciation on 
equipment and certain sundry expense 
of such departments as collection, 
coupon, check tellers, transit, book- 
keepers, paying and receiving tellers, 
and analysis, and as investment costs 
the same types of expense for the loan 
and credit departments. 

We have found from the figures of 
several banks that the total of all this 
overhead expense, thus arrived at, is 
less than the amount earned on capital, 
surplus, and undivided profits and so 
by applying our theory all overhead 
can be eliminated from the calculations 
of costs. 

In talking with a customer regarding 
an analysis of his account the bank can 
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positively assure him, under this plan, 
that the activity costs are not loaded 
and that he is not paying for high 
priced furniture in the officers’ space, 
nor for gold leaf on the walls and ceil- 
ings, nor for automobiles, advertising, 
new business solicitation and general 
administrative officers’ salaries and 
similar expenses that are of no benefit 
to him and in which he is not in the 
least interested. 

Let us next discuss the manner of 
arriving at the activity or direct costs, 
touching first on the base cost. A 
bank has a certain number of accounts 
on its books. For each account it is 
required to maintain a name on its 
ledgers, furnish a monthly statement 
and provide for the deposit and with- 
drawal of funds. Allowing each ac- 
count a minimum of activity, say two 
entries per month, it is found that it 
would be necessary to have at least one 
or two bookkeepers, one teller, one 
statement clerk and one proof clerk, 
although in a small bank possibly one 
or two persons could handle all of this 
minimum activity. This force would 
require a minimum amount of space 
and certain equipment. By taking the 
total expense of this skeleton organiza- 
tion and pro-rating it among all the 
depositors’ accounts, we arrive at a 
base cost for each account. 

Since this theoretical minimum of 
activity is never actually realized, and 
additional help, space, equipment and 
supplies are required to 
care for the regular volume 
of business, there arises an 
activity cost over and 
above the base cost. This 
activity cost may be found 
by figuring the total cost 
of any one department and 
deducting the amount used 
as base cost in that de- 
partment. The difference 
between this total cost and 
the base cost should then 
be divided by the number 
of items above the mini- 
mum activity to arrive at 
the per item activity cost. 

In figuring transit and 
outgoing clearing costs, it 
might be found that some 
items require more han- 
diing than others. For 
instance, if some _ items 
must be run twice, while 
others need only be listed 
once, the cost per item 
should be found by divid- 
ing the total cost of the 
department by the number 
of listings necessary, rather 
than by the number of 
items. After this unit cost 
is found, the per-item cost 
may be found by multiply- 
ing the unit cost by the 
number of listings required. 


In figuring the cost of a department, 
only the direct salaries, rent, supplies, 
depreciation on furniture and equip- 
ment and a few special items such as 
telephone, postage and supper money, 
should be included. 

Thus to compute costs it becomes 
necessary to keep an accurate count of 
items handled in each department 
every business day of the year. 

The salaries should be divided by 
departments each month, thus making 
them readily available at any time for 
cost purposes. 


[IN determining the amount of rent 

to be charged against the various de- 
partments it will first be necessary to 
figure the area occupied by each de- 
partment and then make a charge of so 
much per square foot. Space on the 
street floor is of course more valuable 
than second floor or basement space. 
In computing the space used by the 
tellers, a reasonable amount of public 
space should be included. In cases 
where a bank occupies its own build- 
ing, it might be well to have a local real 
estate man give an estimate of the 
amount of rent the bank would have 
to pay for its quarters if the building 
were owned by another. This charge 
for rent should be figured to include 
building’ maintenance expense, real 
estate taxes, heat, light and power. 

If the banking quarters are rented, 
the exact rental cost is known so that 
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only such maintenance expense, heat, 
light and power as the bank is required 
to pay need be added to the rental be- 
fore determining the rental chargeable 
to each department. 

Supplies should be figured on the 
cost of such supplies as are requisi- 
tioned. A simple way would be to keep 
a card for each form carried in stock, 
showing the quantities ordered, the 
price per item or other unit, and the 
quantities requisitioned. Each depart- 
ment should fill out a requisition blank 
for supplies ordered. Space should be 
provided on these requisitions for the 
cost per item or per unit, to be taken 
from the stock card, and the total cost. 
By pricing the requisitions in this way 
and filing them by departments, by 
months, they will always be available 
for cost figures. 

Depreciation on equipment and 
furniture should be calculated on the 
basis allowed on the federal tax return. 
A depreciation record must be kept for 
tax purposes and it is but very little 
extra work to keep it by departments. 

Telephone costs might best be 
figured by dividing the total cost by 
the number of instruments. 

It will be necessary to estimate the 
amount of postage used in sending out 
transit letters, collections and advices. 

A record of supper money may be 
kept, by departments, in connection 
with the regular expense analysis book. 

To determine the average earning 
rates on invested funds, it 
is suggested that a daily 
record be kept of the 
amount of funds invested 
in loans and_ securities, 
either showing the various 
types separately or bulking 
them. At the end of any 
given period the amount 
of income derived from 
such sources should be 
divided by the daily 
average invested funds to 
give the average yield. As 
previously stated, we fur- 
ther reduce this average 
yield by deducting the 
operating cost of the loan 
and credit departments 
and a reasonable amount 
to cover normal losses from 
the gross income on loans 
and securities. 

After obtaining the base 
cost of an account and the 
activity costs of the several 
kinds of items handled, and 
charging the overhead to 
the income received on the 
shareholders’ money, We 
come to the question 0 
what return the share 
holders should expect from 
depositors’ funds. 

Many banks figure that 
they are entitled to a profil 


(Continued on page 32) 
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The evening meal 


Eleven 





ow to Spend the Salary Cut 


Cashier, Randolph National Bank, Randolph, Vermont 


AS that 1932 wolf with the little 
H tag on his ear marked ‘10% 

Salary Cut” snatched your 
vacation envelope? If you have fetched 
the age of forty-five you have, of course, 
your private income from United 
States Government bonds to shake 
vengefully at him. But even if you 
do not have the golden bullets from 
government bonds to drive him back, 
you can dodge him this summer if you 
know the trails where he never runs, 
trails, perhaps, more fascinating than 
the old expensive ones. 

It is accepted as a frozen fact that it 
is unwise for any one to be caged with 
routine work a whole year without a 
break. For a little bit you must have 
something widely different. But you 
are not in training to enjoy any of the 
lrantic-moving sports. And yet, you 
need the sod and the sun. Let us 
examine three inexpensive sports all 
adapted to the banking clan, for one of 
them may be the very one you are 
hunting for. 

Do you know that pistol shooting, 
the very thing that has played so large 
a part in the history of this country 
and the very thing every bank man 
dught to know something about, is 
perhaps the most obscure sport in the 
United States? Because it is inexpen- 
sive and fascinating, let us look into it 
as an item to entertain us on the vaca- 
lion, and if we gain a certain amount of 
skill at it, why then it will be a bit of 
skill which comes very close home. 
For, you know, there are no intervals 
In the drama of the underworld. 

Unfortunately the one-hand gun is 
the most difficult member of the entire 


cy Fred Copeland 


firearms family to master; harder than 
the rifle, tougher than stopping flying 
clay targets or live birds with the shot- 
gun. But, once mastered, you are heir 
to a crystallized skill that can never be 
taken away. It is asserted that once 
you acquire skill with a one-hand gun 
and lay the gun away for years, this 
skill will never desert you for the first 
few shots. Let us call it for only the 
first shot. That is something worth 
having if they come for you in the 
bank or in your home; something worth 
having because you might get the 
chance. Those who come for you are 
not likely to be distance shooters wita 
a one-hand gun. If you are, you at 
least know what it is impossible for 
them to do and what you can do. 


"THERE are two most natural sup- 

positions one has to erase from his 
mind in shooting a pistol accurately. 
You can not “pull” the trigger. If you 
do you will deflect the pistol’s muzzle 
every time. You have to “squeeze” 
the trigger off with the whole hand, 
just as you would squeeze an orange in 
your hand. Expert shots have the 
trigger pull lowered to 21% pounds pull 
although the arms come out of the 
factory with a pull upwards of three 
times that amount. 

The other notion to get rid of is that 
you ve got to hold the pistol still. You 
can’t. No one can or ever could, not 
even the Chevalier Ira Paine, one of 
the greatest pistol shots the world ever 
knew. Let the muzzle wabble all it 
wants to. Every time the sights liae 
under the bull’s-eye squeeze. 
On some of those squeezes the shot will 


go off when you don’t expect it and 
you'll have a hole in the black. Eye, 
hand muscles and nerves will sing in 
unison with experience. They will 
sing so sweetly you can in time “‘call’”’ 
your shots; that is, you know where 
the bullet hole is before you examine 
the target. 

An eight-inch bull’s-eye at fifty 
yards is the United States Revolver 
Association ‘Outdoor’ specification. 
When one gets good enough to make 
scores of 85 in the ten-shot strings, he 
has really become good; good enough 
for most anything save medal shooting 
in matches which requires one to reach 
up into the 90’s. But even this is 
obtainable if one cares to put in the 
time, and it is a fascinating sport with 
the advent of skill. 

After one has become so familiar 
with his pistol it feels as much at home 
in his hand as his own fountain pen, 
it is interesting to see what can be 
done in snatching the gun, say, off a 
table and delivering one fast shot with 
accuracy. It is only after the gun is 
made part of you by distance target 
shooting that one should go in for 
speed shooting. It is astonishing, 
however, what accuracy you can 
develop in getting off a shot in less than 
one second. When you get into the 
“know” of pistol shooting, a second 
becomes a much longer period of time 
than you’ve ever thought it. 

A fine 22 cal. target revolver is best 
to begin with, for its tiny recoil will 
not develop “flinching,” the bugbear 
of revolver shots. But you must 
finish your training with the esteemed 
45 cal., a gun which will eliminate any 
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further danger for you if you can place 
one shot fast and true. 

The cleanliness of modern pistol 
ammunition takes all the old curse out 
of pistol shooting. In the days just 
past, one’s hand became black and 
greasy, and so did the interior of the 
gun which you were all the time having 
to swab out. Luckily all this is 
remedied now. Even the little 22’s 
are as bright and dry as a new dime 
and it has lifted the thing to an art all 
bank men should know. For it is an 
art, an art which fetches up long vistas 
of green lawn and white targets, an art 
today which reveals in the aristocratic 
part of Paris men off the boulevards, 
men in striped trousers and black 
jackets handling fine, racy duelling 
pistols cunningly engraved. And the 
long, hot days of July seem made for 
this sort of sport. 

The still afternoons of August are 
perfect for fishing. Fishing is an 
astonishing thing. It seems as though 
in most of us there is some line running 
back to a deep-seated fisherman in the 
past. And what is less expensive than 
fishing? Of course, there are two kinds 
of fishing. I don’t mean the first kind, 
the scientific kind where you carry a 
trunk of tackle and go on the half- 
gallop flicking a dry fly. I mean the 
kind where you wear one suspender 
and roost around a single pool. On the 
immense blue horizon cloud-temples 
stand in a stately procession like the 
Maidens from the Erechtheum. Amid 
the play of sunshine a door somehow 
opens out of the treacherous snares of 
life. 

Don’t take a pole. Wait until you 
see the size of your fish. It is imper- 
ative you see your fish first. But the 
water is still and low, and through the 
mulberry bush on the bank you do see 
one a trout —a pound trout! 

Cut a strong pole and rig on it the 
hook, line and sinker in your pocket. 
What makes your hands and knees 
shake so? Is it anticipation? Ah, it 
is anticipation. The thrill of dropping 
a hook in front of a trout is one of the 
strongest of all tonics. 

Bait, next. But with what? A 
grasshopper. There’sone . . . a 
Whee! 


green one with brown eyes. 





The author takes a tomato can off a stake, 
shooting from the hip with a .45 


what a long leap. But you jumped 
almost as quick as he did, and kept 
jumping although you had no idea 
you had so many jumps in you. Try 
your hat. Slam it on him. Ah! 
Mount him life-like on the hook and 
lift him out and down. Notice how the 
trout shows the whites of his eyes as 
the grasshopper grates past his mottled 
jaws. He ain’t going to bite? Well, 
hold the grasshopper up against his 
nose and let the grasshopper saw his 
hackles up and down. No trout can 
stand that. 
Aow! what a savage grab! Whump! 
Splash! Keep on lifting till your 
legs bow out and begin to creak. What 


ghastly flapping! and now a 
splashing on the surface! There he 
goes up over the tree. Run he’s 


going to light in the hay field. 


EE! what a beauty of vermilion 
spots, of silver and mottled greens! 
Did you ever really work some time in 
a bank? They’ll be trying to balance 
the old general ledger about now 
ie a fancy! 

September is a good month to enjoy 
a hobby. If your hobby takes you to 
a hotel beside your “‘field work” there 
will be fewer people now and an atten- 
tive ear to what you care to pay for 
rates. A hobby, no matter how 
strange, is worth having. It has made 
many a life bright which otherwise 
would have been dull. And what has 
one to turn to, if one is not keen on 
hobbies, when he can no longer work? 
Sit and rest? They say you don’t last 
long at that. 

Hobbies are always strange to all 
save those who own them. Haven’t 
you had the urge to dig up ancient 
things lost centuries ago? You must 
have felt such an urge, for it is as 
common as human nature. Lost 
cities, buried gold, hidden gems 
always arouse instant interest in a 
magazine or newspaper. But have 
you ever hunted Indian arrowheads 
and military buttons? There are 
enough of them still resting right on 
the surface to make a search worth 
while. It may be truthfully said there 
is some spot in this Union not far 
from where every banker is sitting at 


Ten perfect arrowheads and three gun flints found 
one morning on the shore of River Richelieu, Quebec 
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this moment where Indian or ancient 
military activity took place and where 
many queer things were dropped. For 
instance, if you will take up almost 
any of Francis Parkman’s histories — 
and they read smoother than any 
novel—you will discover plenty of 
places where arrowheads can easily 
be found today on old war trails along 
Canadian rivers. Most of them are 
right on the border. Quaint little 
taverns sit in picturesque spots along 
these shores. 

Do you know these little taverns 
where your pillow is up under the 
eaves? The dazzling hush of the sum- 
mer sunrise on the water. Far, 
motionless stretches blazing like red 
and gold mirrors lying in their backs. 
And the muffled “‘chonk’”’ of rowlocks 
from some lone fisherman’s skiff a 
long way off. 

Downstairs there will be ham and 


eggs and tea and white bread. My 
faith! such bread . . White and 
sweet, and golden butter. And then, 


in a half hour you are in a skiff 
with Antoine. He has turned his 
body sidewise, one foot on a cleat. It 
is like a slow, smooth hymn at vespers 
to watch him row, to ride over the 
painted river. 

You land on a little island among 
rushes and white water lilies, the lis 
deau of the Canadian backwaters. 
You begin hunting on a strand at a 
spot that was once under the guns of 
an ancient fort. In two minutes you 
pick up something . a crusted 
silver button off some English boy’s 
uniform with Lord Ambherst nearly 
200 years ago. Then three gun flints, 
perhaps from the famous flint knappers 
of Brandon, England. 

But you keep looking at the button 
and picking away the dirt on it. You 
discover letters and sit right down to 
puzzle them out. The “60th” it says 
in the center. That was the Royal 
American regiment of the English 
army when this territory was a colony. 
And around the button’s edge a row 
of letters spell out that famous old 
rebuke of Edward III one night at a 
dance at Windsor Castle **Honi 
soit qui mal y pense’’ (Evil to him who 
evil thinks). It seems almost weird 

(Continued on page 28) 


Seen from a pillow under the eaves of @ 
little Canadian tavern 
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rofit First in Safe Deposit 


cBy W. J. Kommers 


Vice-president, Old National Bank and Union Trust Company, Spokane, Washington 


T probably no other time in our 

A country’s history has salesman- 

ship in banking played a more 
important part than at present. 

The trend toward profit-mindedness 
in banking and the efforts of banks the 
country over to stimulate declining 
revenues and eliminate unprofitable 
services bring sharply to the fore the 
whole question of safe deposit vault 
operation. Indeed, it is only natural 
that the vault department should come 
under the microscope when service 
charges on unprofitable checking ac- 
counts, fees for the safekeeping of 
securities, increased escrow fees and 
revised schedules of transit charges are 
the order of the day. If, as many 
thoughtful bankers believe, we are in 
for a protracted period of low interest 
return, we cannot afford to overlook 
any opportunity, however slight, for 
raising legitimate revenue and netting 
an augmented profit. 

To me it is highly significant that in 
the proceedings of safe deposit asso- 
ciation conventions and in the state 
safe deposit association bulletins, 
there is discernible a note of anxious 
questioning about vault operations. 
Again and again this takes the form of 
disappointment, expressed by vault 
managers, at the apathetic attitude 
toward the vaults on the part of bank 
executives. This apathy, however, is 
not surprising when it is realized that 
in most banks the safe deposit vaults 
were installed and are conducted as a 
necessary customer convenience rather 
than as a revenue-producing depart- 
ment. The motive behind the invest- 
ment of hundreds of thousands of dol- 
lars in equipment and the employment 
of a staff of custodians seems to be 
“service to the depositor’ practically 
regardless of profit. Rentals appear to 
have been determined without strict 
regard to the capital investment and 
the overhead. Possibly they have been 
fixed on a competitive basis and are 
maintained at a profitless level in the 
hope that the contact of vault cus- 
tomers with the bank will develop 
patronage for other departments and, 
in the long run, yield a satisfactory, if 
indirect, return. 

The experience of the Old National 
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Bank & Union Trust Company con- 
vinces me that safe deposit vaults can 
be conducted on a profitable basis and 
that if the vaults receive the proper 
kind and degree of support and co- 
operation from the officers of the bank, 
the investment can be made to yield a 
satisfactory return without in any way 
detracting from the service rendered. 
This cannot be done, of course, on a 
cheap or cut-rate rental basis. The 
services of the vault must be mer- 
chandised just as any other depart- 
ment of the bank is merchandised or 
as any other service or commodity is 
delivered to the public at a profit. 


NEVER before have so many secu- 

rities been held by the common 
people. The constantly increasing ranks 
of investors stress the growing oppor- 
tunities for bank executives to revive 
their interest in this long neglected, 
yet potential, source of additional 
revenue. 

Present day vault equipment is 
installed at considerable expense. 
Costly reinforced walls and doors of 
massive proportions, supplemented by 
electrical protection and other safety 
devices, are invulnerable to burglarious 
attacks. For years vaults have been 
rented on the merits of cold steel and 
concrete alone. The public has taken 
this physical protective equipment as a 


matter of course. To the ordinary 
patron a vault is a vault —nothing 
more. In that frame of mind, why 
should he pay $5 for the same size box 
that he can rent across the street for $3? 

What the renter has failed to take 
into account is that in this day of 
specialized crime the criminal looks 
toward easier avenues than penetrating 
impregnably reinforced and electri- 
cally protected vaults. Too long has 
he been sold on the invulnerability of 
the vault against burglarious attack, 
instead of the painstaking watchfulness 
of alert custodians who are ever on 
guard to protect patrons against fraud- 
ulent entry, through the very door 
which they themselves legitimately 
pass. 

Therefore, to increase the minimum 
rental of our vaults, our custodians 
must set up a new picture and be pre- 
pared to explain what true safe deposit 
management involves, and the part 
executive and administrative super- 
vision plays in absolutely safe deposit 
vault protection. They must be 
coached to spend less time in explaining 
the details of vault mechanism, and 
more in selling what we do to protect 
the patron’s valuables. Following a 
well-known sales fundamental, we 
should sell less what the thing is, and 
more of what it will do for the cus- 
tomer. 

This change in program may require 
the employment of a type and caliber 
of custodians or attendants at least 
equal to those in our tellers’ cages. In 
many instances it may mean a com- 
plete change in personnel and manage- 
ment. Superannuated bank clerks, 
ex-policemen, or retired pensioners, 
faithful and trustworthy, but un- 
trained and inexperienced in modern 
selling methods, will not do. . More- 
over, the manager or custodian in 
charge is all too frequently left too 
much to his own devices, without 
proper interest, direction and support 
from the executive officers of the bank. 

From the very beginning of our 
vault experience here in the “Old 
National” twenty-five years ago, we 
have endeavored to merchandise our 
boxes on a basis of service, rather than 
the physical security offered. Imbued 
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with the full sense of our own safety 
and responsibility as well as the pro- 
tection of our patrons, we have been 
persuaded that what we are selling is a 
service, a super-service, considering 
the extreme vigilance that must be 
exercised in the operation of this de- 
partment. 

Our patrons understand, from lit- 
erature placed in their hands from time 
to time, what these extra 
precautionary measures 
are. They are educated 
to a higher appreciation 
of the service they receive, 
and price with them is 
not the only consideration. 
One of our booklets 
specifically deals with the 
dangers that lurk in safe 
deposit operation, and 
shows what we do to 
provide against them. 
This folder has served as 
one medium to keep our 
patrons sold on our serv- 
ice. It is a defensive 
selling medium. In truth, 
the higher minimum of 
$5 per year attracts to our institution 
a more select class of patrons, which 
fact has been commented upon many 
times by our customers themselves. 

We have been able to maintain our 
higher schedule of rates because of a 
consistent sales effort supported by a 
judicious campaign of advertising. Of 
course, sales have been lost because of 
our higher minimum, but we have felt 
we could well afford to lose them. It 
has been determined that if we were 
to reduce our minimum charge from 
$5 to $3 yearly, 90 per cent of our sales 
being of the minimum size, it would 
take an increase of 60 per cent in the 
number of leased boxes to equal the 
gross receipts now received. That 60 
per cent would add another $20,000, 
approximately, to our investment for 
additional boxes. An increase of 60 
per cent in the number of renters could 
not possibly be attained by a simple 
reduction in price alone. 

Possibly this argument might come 
to the reader’s mind; that one institu- 
tion could not possibly maintain this 
higher minimum unless the majority 
of its competitors increased their rates 
accordingly. However, our own expe- 
rience disproves this theory. 

Some years ago a new trust com- 
pany was formed here and put in safe 
deposit vaults and started to rent boxes 
at $1 a year. “Surely,’’ we thought, 
“it will be necessary now to reduce our 
rental from $5 to $3 a year!’ How- 
ever, the trust company offering $1 
boxes actually hurt itself in the loss of 
prestige, ultimately increasing its rates 
to get business. At no time, when a 
reduction in our minimum rental was 
under consideration, could we figure 
that there would result any increase 


MAKE A 
VOYAGE OF 
DISCOVERY 











in our net return—and more business 
without more profit, or at less profit, 
has never appealed to us as sound 
merchandising. 

It is axiomatic in advertising and 
selling that what people are interested 
in is the use of the article, rather than 
the materials it is made of. Auto- 
mobiles are sold by picturing the en- 
joyment the automobile makes pos- 
sible and the pride of 
ownership. Applying this 
reasoning to our vaults, 
we issued a booklet in a 
dialogue form by means 
of which a patron of the 
vaults took the reader 
through the usual routine 
of identification, admis- 
sion, use of coupon room, 
etc. We even indulged in 
sentiment at the conclu- 
sion of the story and put 
a human interest note into 
the dialogue which has 
made this booklet one of 
the most effective we have 
ever issued. Its title is 
“I Make a Voyage of Dis- 
covery and Find the Safest Place in 
Spokane.” We have also secured good 
results from a folder stressing the pro- 


tective features of our vault service. 


and listing what we call our “Double 
Precaution” safeguards. ‘Experience 
does count in vault operations” is one 
of the paragraphs prominently fea- 
tured in this folder. The title is 
“When You Buy Protection Buy the 
Best.” All of this literature is placed 
in the hands of present boxholders as 
well as prospective patrons. In our 
newspaper advertising we try to carry 
out this same note of pro- 
tection from within, as 
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course, to the fact that the time of two 
or three custodians was required in 
properly checking and making up a 
shipment of negotiable securities. The 
bill is paid promptly on presentation 
because it is accompanied by an ex- 
planation of the service rendered. 
These things, in my opinion, are just 
a question of salesmanship. 

It has been a source of satisfaction 
to us to report that our safe deposit 
department, which in our case is 
operated under the supervision of our 
trust department, is not only making 
its own way, but making a fair profit. 
This is particularly gratifying since 
the information coming to me from 
association bulletins shows that very 
few are doing it. Our vault here in- 
volved an initial cost of $100,000, in- 
cluding the boxes, coupon rooms and 
fixtures. Our earnings for some years 
have shown a net return of 5 per cent 
on that investment, after deducting all 
direct operating expenses, a fair pro- 
portion of overhead for executive 
supervision, advertising, rent, light and 
janitor service, and 5 per cent depre- 
ciation on all of our fixtures and 2 per 
cent on the vault proper. 


N answer to the theory expressed by 
some bank managers that every safe 
deposit boxholder is a potential cus- 
tomer for every other department of 
the bank, and therefore no direct 
profit is expected, this is true only if 
the boxholder really has any patron- 
age to bestow. I mean by this that 
the man who rents a box simply in 
which to preserve his pension or 
naturalization papers, a marriage 
certificate, or possibly some _ non- 
negotiable instrument, and 
whom a bank might lose 








well as from without. 





About a year ago we 
took another step that 


because of the higher 
minimum charged, is not 
likely to contribute very 


required a rigid backbone. When You Buy much to other depart- 
We introduced a schedule PROTECTION ments of the bank. More- 
of charges for the time over, the prospect who, 
and service rendered to Buy the Best! in seeking a safe deposit 


the customer who sends 
in his key and asks to have 
the contents of his box 
withdrawn and forwarded 
to him in another city. 
One of our vault cus- 
todians said tome: “‘Why, 
Mr. Kommers, here we 
have charged this man 
only $5 for a whole year’s 
rental, and now you are 
asking that we charge him 
$5 additional just for send- 
ing his stuff to him!’ The answer, of 
course, is that the forwarding of his 
valuables to him is an entirely different 
transaction and a separate service — 
one that was never contemplated nor 
included in the rental when the box 
was first engaged. We have charged as 
high as $25 for such a service, due, of 





box, will be governed 
entirely by price, is prob- 
ably not onewhose account 
offers any potential profit 
for other departments of 
the bank. 

On the other hand, the 
$5 patron is more likely 
to be one who really has 
accumulated some of this 
world’s goods, and has 
something of intrinsic 
value to safe-keep. He 
shows his prudence, moreover, when 
buying protection to buy the best. 
Here we profit doubly, in that he pays 
us a price that is commensurate with 
the value of the service rendered by 
the safe deposit department, and at 
the same time, has possessions through 


which patronage may flow to some 


(Continued on page 27) 
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TD deposit Guaranty i Congress 


WO or three years ago or even 

as late as last autumn, only a 

most visionary person might have 
imagined that the Congress of the 
United States would give serious 
consideration to the question of a 
federal guaranty of bank deposits. 

Nevertheless, as one of the develop- 
ments of present abnormal conditions, 
the House of Representatives on May 
27 passed the Steagall bill proposing 
such a guaranty, besides offering a few 
other amendments to banking laws. 
Opponents failed to muster sufficient 
strength even to force a record roll 
call. Hostile amendments were re- 
jected overwhelmingly. 

To such factors as the acute eco- 
nomic distress, the long continued 
epidemic of bank failures, the imper- 
ative necessity of restoring confidence 
in the banks and the steadily increas- 
ing disposition to turn to the govern- 
ment for assistance, may be attrib- 
uted the somewhat surprising action. 
Complete failure of bank guaranty 
laws in eight states failed to deter the 
members of the House from voting 
approval of a federal plan of much the 
same character. 

While the situation immediately 
following the House action seemed to 
point to eventual rejection of the bank 
guaranty feature of the Steagall bill 
by the Senate, its passage by even one 
house of Congress has served to bring 
the subject forward for nation-wide 
discussion. 

The Glass banking bill, originating 
in the Senate, proposed among other 
things to create a federal liquidating 
corporation to purchase assets of 
closed banks as a means of insuring 
prompt payment to the depositors of 
such amounts as could be realized. 
The Steagall bill, originating in the 
House, goes a step further, creating a 
federal bank liquidating board to 
administer a fund from which to 
guarantee the full payment of depos- 
itors. All national banks and all state 
banks which are members of the 
Federal Reserve System are brought 
within the scope of the bill whether 
they wish it or not and non-member 
banks are given the option of taking 
advantage of its provisions. 

The Democratic house leadership, 
which was responsible for the passage 
of the Goldsborough price stabiliza- 


By Arthur Crawford 
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Is this that Prosperity Corner? A comedy pose of 


Julius A. Schmahl, (left), Minnesota’s State 

Treasurer, and Mike Holm, Secretary of State. 

They carried $10,000,000 in state bonds for New 
York purchasers—all in the bag 


tion bill contemplating control of 
prices by the powers of the Federal 
Reserve System, encouraged favor- 
able consideration of the bank guar- 
anty bill as sponsored by Represent- 
ative Henry B. Steagall of Alabama, 
the chairman of the House banking 
and currency committee. 

In the hearings before the com- 
mittee which preceded action in the 
House, there appeared in support of 
the bill two men who also advocated 
the Goldsborough bill, Prof. Irving 
Fisher of Yale University and former 
Senator Robert L. Owen of Oklahoma, 
who was one of the authors of the 
Federal Reserve Act as chairman of 


the Senate committee on banking and 
currency in 1913. Also prominent in 
behalf of the bill in the hearings, as 
well as during the three days of debate 
in the House, were a group of members 
of Congress from some of the western 
states which have had bank guaranty 
laws, among them being Represent- 
ative A. C. Shallenberger, Democrat, 
of Nebraska, who was governor of that 
state when its guaranty law was passed 
and who eighteen years later was 
appointed by another governor to 
investigate the causes of its failure. 

Unquestionably the bank guaranty 
legislation would have made little 
headway in Congress if the Democrats 
had not obtained control of the House. 
Representative Louis T. McFadden of 
Pennsylvania, who was chairman of 
the banking and currency committee 
under the Republican regime, opposed 
the bill as did most of the Republican 
leaders. 


I? was recognized when the House took 

up the bill that it had the opposi- 
tion of the financial authorities of the 
government. Their view had been 
expressed before the committee by 
Comptroller of the Currency John W. 
Pole. The American Bankers Associ- 
ation was recorded as opposed to the 
bill. Bankers from leading cities in 
the East and North either did not take 
the trouble to appear before the com- 
mittee or were not requested to do so. 
If they had appeared, they would have 
expressed their opposition just as did 
delegations of bankers from Georgia 
and South Carolina who were heard 
by the committee. A Tennessee 
banker appeared in favor of it. The 
other witnesses were chiefly members 
of Congress from the bank guaranty 
states. 

Arguments brought out for the bill 
in the hearings and before the House 
were that: the principle of the 
guaranty of bank deposits is as sound 
as that of ordinary insurance, that it 
would go far toward restoring the 
confidence of the public in the banks, 
that it would not encourage unsound 
banking as contended by its critics, 
that the failure of the guaranty 
schemes in the states was due to 
defects in the laws and to inefficient 
administration, that earnings of the 
Federal Reserve System as represented 
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in payments in lieu of franchise taxes 
to the federal government and in 
present surpluses of the Federal Re- 
serve banks ought properly to be used 
for the benefit of the member banks 
and that the banks themselves should 
not object to assessments equivalent 
to insurance premiums. 

Against the bill the arguments were 
that the guaranty of bank deposits is 
unsound in principle, that it is im- 
practicable and misleading, that it 
would lower the standard of the present 
banking system for the reason that it 
would be productive of and would 
encourage bad management, that it 
would discredit honesty, ability and 
conservatism, that a loss suffered by 
one bank would jeopardize all banks, 
that strong banks would be inclined to 
withdraw from the Federal Reserve 
System, that the assessments would 
be an undue hardship on many banks, 
that the experience of the states has 
demonstrated the system to be a 
failure in practice and that if a federal 
guaranty law had been in operation 
in recent years, it would not have 
prevented the widespread failures and 
that the losses would have completely 
bankrupted the guaranty fund. 

Whether the bill provides a govern- 
ment guaranty or not was a question 
raised during the House debate. Its 
opponents insisted that it does, point- 
ing out that the Treasury would have 
to contribute to the guaranty fund the 
sum of approximately $150,000,000, 
heretofore paid by the Federal Reserve 
banks from excess earnings in lieu of 
franchise taxes. This money has been 
used in retirement of the public debt 
so that the equivalent would have to 
come either from tax revenues or from 
borrowing. On the other hand, spon- 
sors of the bill viewed this contribu- 
tion by the Treasury as merely turning 
back money which never should have 
gone to the government but which 
should have accrued to the benefit of 
member banks of the Federal Reserve 
System. 


ESIDES the money from the Treas- 

ury, the initial fund would include 
$150,000,000 from the surplus of the 
Federal Reserve banks which recently 
has totaled about $260,000,000. There 
also would be an assessment of not to 
exceed $100,000,000 upon the member 
banks of the Federal Reserve System. 
After one year the liquidating board 
would have the authority to assess the 
member banks by not to exceed $100,- 
000,000 annually. Refunds would be 
made to member banks whenever the 
total fund exceeded $500,000,000. 

The government’s credit is brought 
into the picture by a provision author- 
izing the board to borrow of the 
Reconstruction Finance Corporation 
until January 22, 1934, up to a maxi- 
mum of $500,000,000. This sum, plus 


the fund of $500,000,000, would give 
possible resources of $1,000,000,000. 
State banks that are not members 
of the Federal Reserve System and 
that have a capital and surplus of 
$25,000 or more may contribute to the 
fund after the board has been satisfied 
that such banks are in sound financial 
condition. Such banks, under the 
bill as reported to the House, would 
pay twice the assessments made upon 
member banks. The double assess- 
ment provision was eliminated on the 
floor of the House with the consent of 
the banking and currency committee. 


HE assessments upon member banks 

would bear the same ratio to $100,- 
000,000 or whatever part of that sum 
is called for as the average deposits of 
such banks during the preceding 
calendar year bear to the average 
deposits of all member banks. Non- 
member banks would pay the same 
amounts as member banks with the 
same deposits. 

The liquidating board would be 
composed of the Secretary of the 
Treasury, the Comptroller of the 
Currency and three citizens appointed 
by the President at $10,000 salaries. 
Not more than one of the appointive 
members would be of the same political 
party as the President. Terms of the 
appointive members would be for four 
years. The board would select its 
own chairman. 

Under the terms of the bill, depos- 
itors to whom is due $1,000 or less 
would get 50 per cent of their money 
within ninety days after a bank is 
declared to be insolvent and the bal- 
ance within six months thereafter. De- 
positors claiming larger sums would get 
25 per cent or $500, whichever is larger, 
within ninety days, another 25 per cent 
within six months thereafter and the 
balance within another six months. 
The payments would be made from the 
guaranty fund on the order of the 
liquidating board upon the certifica- 
tion of a committee consisting of one 
person appointed by the board, one 
appointed by the owners of a majority 
of the stock of the bank and one 
appointed by the depositors of more 
than 50 per cent of the amount of out- 
standing deposits. This same com- 
mittee would determine the value of 
assets with a view to liquidation. 

Prof. Fisher’s views on the subject 
of the guaranty of bank deposits 
carried weight with members of the 
House who chose to ignore the advice 
of bankers and financial authorities of 
the government. Prof. Fisher told the 
House committee on banking and cur- 
rency that he had never made a study 
of the question until recently but that 
he had reached a very definite decision 
that legislation of this character is 
needed as a measure to restore confi- 
dence in the banks at the present time. 
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“In principle, there is no reason of 
any importance why bank deposits 
should not be guaranteed just as much 
as bank notes,” said Prof. Fisher. 
“The only important difference is that 
bank deposits are now the bigger 
problem by far. We got the guaranty 
of bank notes after having had wild- 
cat banking in connection with state 
bank notes and having had people 
injured who held notes of the state 
banks. So that we finally got the 
national banking system, in which the 
notes of the individual banks are 
guaranteed. 

“It is much more important in 
principle to guarantee bank deposits, 
because the real circulating medium 
of the country is bank deposits. In 
fact, bank deposits are far more im- 
portant than bank notes, about ten 
times more important than gold certifi- 
cates, plus silver certificates —in fact, 
than all the actual physical money in 
circulation. 

“If you really could convince people 
that the member banks were safe, 
hoarding would stop overnight, and if 
the hoarded money were put back 
into banks, it would soon go on its 
way, to be multiplied by ten. 

“The real kink today is in the banks; 
the fear of the banks to lend, and they 
will have that fear until this hoarded 
money comes back or until confidence 
in some way is restored, and this bill 
aims to do that. Therefore, I am 
heartily in favor of such legislation, 
even if it is only emergency legislation; 
but I am glad it is attempted here as a 
permanent addition to the banking 
system.”’ 


ORMER Senator Owen, who besides 

favoring the Goldsborough bill has 
actively urged upon Congress several 
different currency inflation schemes, 
expressed the opinion before the House 
committee that if there had been a 
bank guaranty law in effect, “‘not one- 
tenth of the banks which failed in the 
last three years would have been 
compelled to suspend.” 

““‘We are compelled now,” said Mr. 
Owen, “to furnish two billions of 
credit to safeguard our railroads, banks 
and other national enterprises because 
we failed to safeguard our credit and 
banking structures in advance of the 
stock market crash.” 

Sponsors of the guaranty bill have 
managed to explain to their own sat- 
isfaction the failure of similar laws in 
eight states. Representative Steagall 
and his colleagues brushed aside the 
failure of guaranty systems in the 
states as due to inefficient examination, 
lax administrations and indiscriminate 
granting of bank charters. Prof. 
Fisher said he had given some atten- 
tion to the operation of the state laws. 
He pointed out that in Nebraska the 
courts held that any bank must be 
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eligible for the guaranty law, thereby 
opening wide the doors to bad manage- 
ment. Under such circumstances he 
said it was unsound insurance. 

“The state laws to insure bank 
deposits against loss from failed banks 
were pioneers in a new field,” said 
Representative Steagall in his report 
to the House from the banking and 
currency committee. “Because of bad 
banking, lax enforcement and weak 
regulation, the guaranty funds finally 
proved insufficient to pay losses in a 
period of panic.” 

Representative Steagall argued in 
his committee report and in addressing 
the House that the one method of 
restoring confidence in the banks, as 
well as safeguarding the nation against 
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The House committee on banking and currency. 


from the left. 


continued failures, is to provide a 
guaranty of deposits. 

“The government demands insur- 
ance when its funds are entrusted to a 
bank,” said Mr. Steagall. ‘Banks 
require bonds of employees for protec- 
tion against dishonesty. The public 
invests in life insurance, in fire insur- 
ance, in the insurance of crops. Citi- 
zens insure themselves against their 
own negligence. Banks constantly 
protect particular deposits when such 
protection is required. Common sense 
and simple fairness suggest that the 
public at large be accorded the same 
consideration.” 


EGARDLESS of the explanations 

offered, it is the opinion of Comp- 
troller of the Currency Pole that the 
experience of the states has demon- 
Strated the unsoundness of any bank 
guaranty plan. In every one of the 
eight states where some form of 
guaranty of deposits has been tried, 
complete failure and insolvency has 
been the result, according to Mr. Pole. 


A summary of the experience of the 
eight states as furnished by Mr. Pole 
to the House committee follows: 

Oklahoma, enacted in 1907 panic, 
inoperative in 1921, due to fund being 
practically insolvent, repealed in 1923, 
deficit being between $7,000,000 and 
$8,000,000. 

Kansas, enacted in 1909, a voluntary 
system, not requiring payment in full, 
balance assessed after full liquidation, 
repealed 1929, deficit $7,000,000, in- 
operative since 1926. 

Texas, enacted in 1909, became 
practically inoperative in 1925, re- 
pealed in 1927, deficit $16,000,000. 

Nebraska, enacted 1911, repealed 
1930, deficit $20,000,000. 

Mississippi, enacted 1914, suspended 


1930, due to deficit of $3,000,000 to 
$4,000,000. 

South Dakota, enacted in 1915, 
repealed in 1925, reinstated by mora- 
torium in 1926, finally repealed in 
1927, deficit $32,000,000. 

North Dakota, enacted in 1915, 
repealed in 1929, deficit $14,000,000. 

Washington, enacted in 1917, vol- 
untarily canceled when Scandinavian 
bank in Seattle failed with deposits of 
$9,000,000, and all of banks in system 
withdrew warrants issued and not 
paid, inoperative since 1921. 

Mr. Pole in his testimony before the 
committee emphatically opposed the 
guaranty of bank deposits. 

“In my opinion the enactment of 
this bill would destroy the Federal 
Reserve System by driving the strong 
banks from it,” said Mr. Pole. “It 
would lead to the closing of thousands 
of small state banks which cannot 
qualify as members of the Federal 
Reserve System. It would put a 
premium upon incompetency and ir- 
responsibility by rendering it no longer 
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necessary for the country banker to be 
concerned for the safety of his depos- 
itors.”’ 

At the time Mr. Pole testified, non- 
member banks would not have been 
permitted to obtain guaranty benefits 
under the draft of the bill then pending, 
the provision to give them the privilege 
of contributing to the fund being 
added later. 

Mr. Pole advanced as the only 
sound remedy for the country bank 
situation a system of branch banking 
such as he has urged for several years 
and which is authorized on a state- 
wide basis in the Glass bill. 

In the debate in the House, Rep- 
resentative McFadden in leading the 
opposition described the guaranty of 





Its chairman, Henry B. Steagall, sponsor of the bill, is seated third 
Seated on his right (second from the left) is C. H. Brand, Democrat, Georgia, who opposes the bill 


bank deposits as “‘ a leap into a chasm 
of uncertainty.” 

“It is unsound in principle and 
should not be enacted into law,” said 
Mr. McFadden. ‘The establishment 
of this fund is not going to stop bank 
failures. If anything, it will encourage, 
through irresponsible bank manage- 
ment, more bank failures. This is 
going to permit promoters’ and 
schemers to buy up banks and to use 
them because the deposits will be 
insured. There is no guaranty that the 
plan will be successful and will not 
break down as it has in all the states 
where it has been tried. It will place 
an undue burden on the banks, which 
many will be unable to meet.” 

Mr. McFadden estimated that the 
losses of member and non-member 
banks which have failed since 1921 
have amounted to as much as $1,500,- 
000,000. He obtained this total by 
applying the percentage of loss on 
national banks that have been fully 
liquidated to member and non-mem- 
ber banks that have been closed and 


(Continued on page 29) 
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THE BURROUGHS 


ife Policies as Collateral 


cl3y Oliver J. Neibel 


Assistant Trust Officer, Commerce Trust Company, Kansas City, Missouri 


IFE insurance policies with cash 
and surrender values serve as 
gilt-edged security for a debt of 

the policyholder, because the assignee 
may obtain, upon application to the 
insurance company. the surrender 
value in cash. Almost any other 
security might depreciate in the market 
to less than the value when the security 
was pledged. - Life insurance, on the 
other hand, if the premium is paid, 
becomes more valuable by the passage 
of time. If the insured dies, the face 
of the policy will be paid, out of which 
the assignee can collect his claim. The 
only uncertainties facing the pros- 
pective assignee are (a) making the 
policy subject to his assignment; (b) 
the payment of premiums. 

The usual principles applicable to 
other branches of the law cannot be 
applied to the law in respect to life 
insurance policies. The particular 
policy under consideration is, to some 
extent at least, the law in itself. In the 
absence of any specifically applicable 
statutes or decisions, the provisions of 
the insurance contract control, and 
there is no standard form for a life 
insurance policy. Insurance com- 
panies frequently change the terms of 
their policies; therefore what is true 
regarding one life policy may not be 
true regarding another policy issued by 
the same company. Moreover, most 
states have statutes which change the 
effect of the life insurance contract. 

The first question that arises in 
consideration of this subject is the 
manner of assigning or pledging life 
policies as collateral. 

While there may be some question 
about its absolute necessity, it would 
undoubtedly be safer and wiser to 
require a written assignment of a life 
insurance policy, executed in duplicate 
by the insured and usually the benefi- 
ciary. Both copies of the assignment 
should be sent to the company issuing 
the policy, with the request that the 
company acknowledge receipt of the 
assignment on one of the copies and 
return it to be attached to the policy. 
(37 C. J. 425 and 427.) 

It is advisable to make sure that the 
assignment conveys to the assignee all 
the rights that the assignee desires 
over the policy. It would seem that an 
assignee under an absolute assignment 
would obtain all the rights over the 
policy that the insured has. Neverthe- 
less, it is wise to use a special form of 


assignment devised for the particular 
purpose at hand, approved by local 
counsel. Particular caution should be 
exercised in using forms presented by 
the insurance companies, for they fre- 
quently are conditional or partial 
assignments, or do not give the assignee 
all the rights essential to protect it 
properly. 

It seems to be essential that the 
pledgee get and keep possession of the 
policy when there is no written assign- 
ment. In case of written assignment, 
this does not seem to be so essential. 
It is, however, always advisable that 
an assignee hold the policy, if for no 
other reason than to facilitate the 
exercise of his rights in the policy. 
(14 R. C. L. 998 Ann. Cases 1914 D. 
Note Page 700.) 

An assignment of an insurance policy 
differs widely from a change of benefi- 
ciary. Each is governed by specific 
provisions of the policy. An absolute 
assignment transfers to the assignee 
the insured’s interest therein, whereas 
a change of beneficiary transfers only 
the right to the death benefit, subject 
to the right of the insured to make 
further change of beneficiary, as pro- 
vided in the policy. If the policy is 
made payable to a certain beneficiary 
and the right to change the beneficiary 
is not retained, the insured cannot, by 
an assignment, cul out the right of the 
beneficiary to collect the proceeds at 
death. If the policy is payable to the 
estate of the insured, or to his execu- 
tors, administrators or assigns, if he 
aSsigns his interest, he also assigns the 
right to the proceeds at his death. 


T is apparent, therefore, that the 
assignee must make sure that the 
assignment includes or shuts out the 
rights of the beneficiary of the policy. 
Otherwise, the beneficiary may collect 
the proceeds of the policy in case of 
death, and may prohibit the assignee 
from cancelling the policy to take the 
cash value thereof if the loan be not paid. 

The law is clear that the insured 
cannot give good title to an insurance 
policy in which the right to change the 
beneficiary is not reserved. If, how- 
ever, the beneficiary also joins in the 
assignment or permits the insured to 
change the beneficiary to his estate 
prior to the assignment, then the 
assignee takes full title free from the 
rights of the beneficiary. (202 Mo. 
Ap. 347, 47 Mo. 453 and 419.) 


Extreme care should be exercised in 
taking assignments of policies in which 
a corporation is the beneficiary, par- 
ticularly if the right to change the bene- 
ficiary is not reserved by the insured, or 
if the policy is a so-called absolute 
ownership policy, for in the latter cases 
no one but the corporation can accom- 
plish a change of beneficiary or an 
assignment of the policy. 

In a leading case decided by the 
Missouri Supreme Court (273 Mo. 
620), it was held that a change of bene- 
ficiary from the corporation to the 
president’s wife, signed by the presi- 
dent and secretary with the seal 
attached, and consented to informally 
by all the members of the board of 
directors, was invalid because no formal 
action of the board of directors had 
been taken. 


T would seem, if no consideration is 

given to the statutory exemptions and 
rights of a wife in the insurance of her 
husband payable to her (which will be 
discussed later), that the insured in a 
policy in which he reserved the right 
to change the beneficiary will usually 
have the power and authority to make 
a valid assignment of the policy with- 
out the consent of the beneficiary. 
(216 S. W. 785, 14 R. C. L. 998, 37 C. 
J. 434.) 

In a large number of states, special 
statutes have been passed protecting 
from creditors the proceeds or cash 
value of certain life insurance policies 
taken out by a husband for the benefit 
of his wife. Careful consideration 
should be given to these special 
statutes, if any, in the state in which 
the assignment to a creditor is made. 

These statutes usually take two 
forms: (1) Statutes permitting a wile 
to insure the life of her husband and 
pay the premiums from her own funds 
and exempting such policies from the 
claims of her husband’s creditors; (2) 
Statutes exempting from husband's 
creditors insurance policies taken out 
by a husband for the benefit of his wile 
for which he does not pay more than a 
limited amount each year ($500 in 
Missouri) in premiums. 

Banks taking policies as collateral 
for loans in which the wife is named 
beneficiary should protect themselves 
by demanding either that the wife join 
in the assignment to the bank, or that 
he change the beneficiary from his wile 
to his estate before he assigns the policy 
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to the bank. A bank which does not 
take this precaution is courting dif- 
ficulty and possible loss. (270 Mo. 
305.) 

It has been decided in Missouri and 
in most other states that a credi- 
tor can reach the cash value of policies 
even though they are made payable to 
his wife, if the policies are not protected 
by an exemption statute. 

Should the husband die before the 
creditors attach these policies, in most 
states the creditors cannot take 
the proceeds of the policies in the 
hands of the wife for which the 
husband paid in excess of the 
exemption, but must be satisfied 
with a very small proportion of 
the proceeds. This portion is 
measured by the actual amount 
of premiums the husband paid 
while in an insolvent condition, 
with interest thereon at legal 
rate, and at best the actual 
premiums paid during the life of 
the insurance policies above the 
statutory exemption. (155 Mo. 
187.) 

It seems to be plain in most 
states that no one can legally be 
made the beneficiary of an insur- 
ance policy, nor can an insurance 
policy be assigned to a person 
who has no insurable interest in 
the life of the insured. It is con- 
sidered contrary to public policy 
to permit one to profit by the 
death of a person through insur- 
ance, unless the beneficiary will 
suffer some pecuniary loss as a 
result of such death. (Joyce on 
Insurance, Page 1935 and Page 
1918, Note 6 14 R. C. L. 920.) 

It has almost universally been 
held that a creditor has an 
insurable interest in the life of 
his debtor, and a creditor can, 
therefore, be made the benefi- 
ciary of a policy carried by the 
debtor or by the creditor him- 
self. It is also very clear that a policy 
can be assigned to a creditor. 

A mere moral claim cannot qualify 
One as a creditor with an insurable 
interest, but a debt —even though not 
legally collectible by reason of the 
bar of the statute of limitation —gives 
to the creditor an insurable interest in 
the life of his debtor. (58 L. R. A. 694. 
69 S. W. 345. 214 S. W. 175.) 

If the debt has been paid and the 
assignment to the creditor has not been 
released, the rule seems to be that he 
can nevertheless recover, but the 
general law seems to be plain that the 
creditor must pay the proceeds over 
to the proper party; i. e., the benefi- 
Clary or the estate of the insured, if 
there be no beneficiary. (Joyce on 
Insurance, Page 1962. 37 C. J. 395, 
Fehr vs. Cawthorn 293 Fed. 152.) 

There is some law to the effect that 
an assignment cannot be extended to 


cover a new note given for an addi- 
tional loan in place of the one first 
secured, when no further assignment is 
taken, but it seems to be clear that 
renewals of a note do not destroy the 
assignment in the absence of evidence 
of an intention to the contrary. 

There is absolutely no doubt but 
that a creditor has an insurable interest 
sufficient to make an assignment to 
him valid to the extent of the indebt- 
edness of the insured to the creditor, 
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but there seems to be a conflict of 
authorities as to whether or not the 
assignee can collect the full amount of 
the policy if the debt does not equal 
the amount collected. The law is clear 
in Missouri and in many other states, 
however, that the creditor can retain 
only the amount of the debt, which 
would include unpaid interest, pre- 
miums paid and interest thereon. 
The balance he holds as trustee for the 
beneficiary of the policy, or if there be 
no beneficiary, then for the estate of 
the deceased. 

As to the rights of assignees who do 
not have insurable interest, this ques- 
tion is usually not of great interest to 
a bank that has taken life insurance 
policies as collateral for a debt, except 
for the bearing it might have on the 
amount a creditor can recover on a 
policy. In states where it is held that 
an assignee without an_ insurable 
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interest cannot collect the policy upon 
the death of the insured, it is usually 
held that an assignee can only collect 
the amount of his debt, plus interest, 
etc. In states where the contrary is 
held, usually an assignee under an 
absolute assignment can collect and 
keep the full face of the policy. The 
following summary on this question 
appears in Joyce on Insurance at 
page 2007: 

“In view, therefore. of the decisions 
presented under the preceding 
sections, it might be stated in 
conclusion that although there is 
such a lack of unanimity in the 
decisions as to make them irrec- 
oncilable, the general rule may 
nevertheless be deduced that if 
the transaction appears to have 
been at its inception a mere 
cover for a wager, or as a mere 
matter of speculation without 
interest in the life of the insured, 
the assignee cannot recover, and 
the weight of authority sustains 
the proposition that if the person 
effects valid insurance upon his 
own life and the transaction is 
bona fide and not intended to 
circumvent the law, the assign- 
ment to another will be upheld 
even though the assignee has no 
insurable interest in the life of 
the insured. This rule, however, 
should be considered in connec- 
tion with such valid and enforci- 
ble statutory policy and con- 
tract proportion and restrictions 
as are applicable. 

“Such assignments, when 

within the rule above stated, 
are valid in Arkansas, California, 
Canada, Colorado, Connecticut, 
England, Georgia, Illinois, 
Indiana, lowa, Louisiana, Mary- 
land, Massachusetts, Michigan, 
Minnesota, Mississippi, Neb- 
braska, New Hampshire, New 
York, North Carolina, Ohio, 
Oregon, Pennsylvania, Rhode Island, 
South Carolina, Tennessee, Vermont, 
Wisconsin, and in the United States 
Courts, although the decisions therein 
are not in harmony. (Grigsby vs. 
Russell, 222 U. S. 149.) 

“Such assignment has been declared 
void in Alabama, Indiana, Kansas, 
Kentucky, Missouri, Pennsylvania, 
Texas, Virginia and in some United 
States Courts.” 

It seems clear in most states that 
the assignee is not required to pay the 
premiums on life insurance assigned 
to him, but he may at his option do so, 
and if he does he has a lien on the 
policy for such premiums with interest. 
(193 Mo. 704, 37 C. J. 436.) 

The assignee becomes the owner of 
a life insurance policy, and has the 
right to exercise the options given to 
tne insured; i. e., the right to cash in 
the policy or take a paid-up policy or 


(Continued on page 28) 
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FROM A BUSY DESK 





By Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


HE best story of the depression 

comes from a bank at Holly- 

wood, California. A lady owed 
a bank some $1,500, unsecured, her 
statement showing a fair net worth 
with some cash and securities and some 
properties, all mortgaged. Apparently 
she was having her troubles with the 
real estate, for one day she called 
upon her lawyer and requested him to 
take the necessary steps to have the 
bank appointed her 
guardian. Then she 


with an X, because there is the spot 
where the corpus is usually found. 
Realty and stocks “ain’t got no 
corpus.” 


* * * 


A personnel officer keeps a file on 
every employee similar to a credit 
file. In it are the application, a photo- 
graph, which must be re-taken every 
five years, and a card with history of 

the individual since em- 





bundled all the papers 
relating to the real 
property, and sent them 
to the bank. Then she 
took her cash and 
securities and left for 
Paris. At last reports 
the bank had repudiated 
the guardianship, had 
charged off the loan, 
and was sending the 
papers in a bulky parcel, 
to Paris, by registered 
mail. 


* * * 
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ployment. If the bank 
should receive a credit 
inquiry concerning the 
employee, this is noted. 
If the inquiry should 
indicate that clothing 
or jewelry is being pur- 
chased on_ installment 
contracts, the employee 
is called in and advised 
against the transaction. 
The bank maintains a 
small fund from which 
loans can be made in 
cases of emergency or 
for advancement pur- 








A country banker near 

Los Angeles is trying to arouse interest 
in a somewhat novel plan for corre- 
spondent bank relationship. He wants 
to get a group of independents to join in 
forming a corporation for the purpose 
of performing certain services to the 
members. The concern might be 
chartered as a bank and carry some of 
the banks’ balances. It would handle 
clearings and transits for its members, 
with perhaps a pick-up service with 
automobiles of sidecar-combinations 
similar to those used by the large 
branch banks. It would supply staff, 
either for vacation relief, or per- 
manently. It might run a_ bond 
department in charge of a specialist. 
It would act as purchasing agent for 
supplies. We are told that a some- 
what similar plan is in operation in 
France. Perhaps a practicable vari- 
ation of the plan as suggested would be 
a holding company that would include 
holdings of both a city bank and a 
group of country banks in the same 
management, the country banks being 
well represented on the board. 


* * * 


Philip Withermore, vice-president 
of the Futurity National, says that 
the AAA bonds that come into the 
trust department ought to be marked 


poses. In this bank they 
do not believe in clubs 
or any form of social contact ex- 
cept an annual dinner to the staff. 
They feel that the employees should 
seek their social contacts outside of 
the bank. At the annual dinner they 
are given a good evening’s entertain- 
ment, in the course of which about an 
hour is taken up by an address from 
the president, the introductions of 
directors, etc. 


* * * 


New York State sets up a board of 
eight members to lay down policies for 
the State Banking Superintendent, the 
latter being charged with the detailed 
execution of the policies formulated. 
This appears better than to place both 
policies and execution in the hands of 
a single official. 


* * * 


The stockholders’ assessment to 
help liquidate a closed bank is a dismal 
business. It adds greatly to the dis- 
tress and suffering of a stricken com- 
munity. At the very time when 
people’s funds are tied up and collec- 
tions are often impossible, the receiver 
levies an assessment on the stock- 
holders. A suggestion has been made 
in the North Pacific Banker that the 
capital requirements of all new banks be 


doubled, and that half of the amount 
be kept in the form of bonds with 
state or national bank authorities. 
Earnings on the bonds would be paid 
to the bank, and the securities them- 
selves would not be touched except in 
the insolvency of the bank. The 
obvious objection, of course, is that 
this would freeze up large amounts of 
working capital into bonds at the very 
time when it can be used to best 
advantage —that is, in the early stages 
of a bank’s history. Later on when 
the bank is well established, capital 
can better be spared, but then the 
safeguard is not so necessary. All will 
perhaps agree that all new banks 
should be adequately capitalized. 


* * * 


A teller’s cage on wheels is used by 
the Hollywood State Bank to retain 
the good will and accounts of some 
large customers at a distance. They 
built a light armored car on a Ford 
chassis, and a teller and driver set 
forth each day on a round, picking up 
deposits, making change and so forth. 
Experience elsewhere goes to show that 
such operations cost more than the 
business they hold, but an independ- 
ent bank without branches is bound to 
meet the competition that comes from 
branch banks at every shopping center. 
If such a service is contemplated, 
special insurance should be carried. 


* * * 


W. R. Morehouse, Los Angeles 
banker and past president of the 
Savings Division of the A.B.A., says 
very truly that the people who have 
been helped over a hard place in their 
life journey by a savings account in a 
sound bank are going to be great 
boosters for savings when good times 
return. The depression is doing a good 
piece of work, as it turns people’s 
minds back to fundamentals. With the 
exception of a very small percentage 
of deposits temporarily frozen in closed 
banks, the savings account has been 
proven to be the safest and most 
liquid of all investments. 


* * * 


From Anaheim, California, comes 
the story of a run on a bank that was 
successfully stopped by the simple 
expedient of taking flashlight pictures 
at intervals of those waiting in line, 
and publishing them in the local news- 
paper. The town engaged in a guessing 
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contest as to who was who and no one 
next day had the temerity to continue 
the run. Publicity, rightly and skill- 
fully directed, is a mighty weapon. 


* * * 


We had an unusual case recently. 
A woman died leaving a_ savings 
account of some hundreds of dollars. 
For thirty years she had lived with, 
and been cared for, by her brother-in- 
law. She had first gone there to keep 
her sister company, and the latter died 
during her visit. She stayed on to 
take care of the home and continued 
to stay for thirty years. There were 
no children and, as far as could be 
ascertained, no surviving relatives. If 
there were enough funds to finance a 
search, it might be that relatives 
could be located in Scotland whence 
the sisters had come many years 
before. However, the savings account 
was the only estate, and the question 
arose as to whether the brother-in- 
law could get the money. He had no 
legal right to it, not being a blood 
relation of any degree. However, he 
had paid the deceased’s bills for all 
those years and had buried her, so the 
bank, after waiting awhile to see if any 


anadian Notes and 


P | NAHE publication by the Canadian 
Bank of Commerce of a table 
showing the composition of their 

loans in the Dominion has attracted 

considerable favorable comment in 

Canada. The Commerce is the only 

bank in Canada that has released such 

a detailed report and the statistics 

will be generally welcomed by econ- 

omists and others who are watching 
the business weather map and pre- 
paring reports. One feature of the 

Bank of Commerce table should be of 

some assistance to bankers in refuling 

unfounded charges heard in some 
quarters that the banks have beea 


more claims came, paid it to him on 
his affidavit and indemnity. 


* * * 


For many years it was the tradition 
that the only way to make a sailor 
was to train a man “‘in sail.” Conse- 
quently, right up to the time when the 
last sailing ships disappeared, boys 
were sent to sea in them for training 
purposes. Only with the absolute 
disappearance of sails has it been 
realized that steamship and motorship 
navigators could be trained on the 
ships they would have to operate. 
Somewhat similar is the tradition that 
the only way to train bank clerks is by 
way of the hand-posted ledger and on 
this theory there are still banks where 
the ink-splashed brigade scratches and 
flounders, yearly finding it harder and 
harder to keep up with the increasing 
speed and stress. As a matter of fact, 
banks that use every possible mechan- 
ical development and device train 
their men better, because it is possible 
to concentrate more closely on the real 
essentials. 


* * * 


Show us two banks, one of which as 


By G. A. G. 


unduly hard on agricultural borrowers. 
The table would indicate that there 
has been no abnormal deflation in 
agricultural paper and that farmers 
and ranchers have fared rather well 
from a borrowing standpoint in the 
general contraction of loans. Follow- 
ing is the composition of the loans in 
Canada of the Canadian Bank of 
Commerce in the autumn of 1929 and 
at February, 1932. (See table below.) 


* * * 


A Toronto man while rummaging 
in a trunk recently dug up an old 
Canadian banking relic in the shape of 








Percentage 
Nov., 1929 Feb., 1932 of Ine. or Dec. 
1. Governments and Municipalities $43,000,000 $55,000,000 28. 0 Inc. 
2. Public utilities, insurance companies, trust companies, 
automobile finance companies, etc 24,000,000 22,000,000 8.3 Dec. 
3. Farmers and ranchers 32,000,000 26,000,000 | 
4. Grain, flour, meats, etc . 78,000,000 37,000,000 52.6 
5. Manufacturers:—Agricultural implements, iron and steel, 
mining, automobiles, textiles, wearing apparel, etc. 41,000,000 30,000,000 26.8 
6. General stores and sundry wholesalers and retailers 29,000,000 17,000,000 51.4 
7. Lumbering industry, including pulp and paper 13,000,000 9,000,000 30.8 
8. Contractors, builders, etc 14,000,000 10,000,000 28.6 
9. Call loans, loans on securities to security houses, under- 
writers, etc 55,000,000 33,000,000 40.0 
10. Sundry dealers and traders, and individual customers of the 
Bank throughout the Dominion 63,000,000 42,000,000 33.3 
11. Trade paper discounted, sterling and foreign bills of ex- 
change purchased 21,000,000 10,000,000 52.4 
$413,000,000 291,009,000 29.6 Dec. 
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a matter of fixed policy uses every 
mechanical device that has been 
proven, and takes care that all ma- 
chines are serviced and kept up to 
date, and renewed as improved models 
are developed. The second bank uses 
the old time “system”’, is running every 
machine until it falls apart, neglecting 
machines by starving the upkeep, and 
killing improvements by endless talk- 
ing before a step forward is made. We 
will guarantee that the first bank wil! 
get along with at least 20 per cent less 
staff, even though it may not be pos- 
sible to say exactly where the time 
saving is being realized. 


* * * 


We wish that the press would soft- 
pedal the news of bank suspensions. 
Every time a bank closes its doors, be 
it ever so humble and inconspicuous, 
the fact is blazoned all over the front 
pages of the newspapers, and often 
the results are adverse to thousands of 
sound banks. The press story gen- 
erally has it that the closed institution 
is a “small bank,” suggesting that 
small banks are unsafe. We all know 
that size is by no means necessarily 
related to soundness. 


Comment 


a three dollar note of the Colonial 
Bank of Canada. The note is dated 
at Toronto 1859 and was probably the 
last to be issued by this institution as 
the bank failed the same year. This 
old bank note is a memento of an 
interesting and troubled period i} 
Canadian banking history. Brecken- 
ridge, the historian of Canadian bank- 
ing, describes the depression of 1857- 
1860 as follows: 

“Then came the bad crop of 1857. 
The commercial crisis in Great Britain, 
<urope and the United States was at 
its height. The suspension of specie 
payments in New York on the 14tn 
of October compelled the Canadian 
banks to guard against an _ extra- 
ordinary drain of gold. They ceased 
discounting. Some five or six weeks 
elapsed before they could safely grant 
the advances necessary to bring the 


crops of the year to market. This 
delay of produce operations alone 


caused great loss. As a result of the 
crisis elsewhere, the Canadians next 
suffered a heavy falling off in the 
demand. for their grain, ash timber, 
etc. Then followed numerous con- 
mercial failures, a fall in all values, 
the collapse of the real estate boom, a 
contraction of credits, a second bad 





CL 
har 
blac 
of ¢ 
crisi 
“ 
dec 
The 
185 
the 
reat 
ban 
cap 
$13 
apy 
to « 
$21 
“Gi 
but 
dey 
cor 
wit 
pre 
gov 
not 
an 
she 


dis 


ft. 
ns. 

be 
us, 
ynt 
en 

of 
en- 
ion 

lal 
Ow 
‘ily 


lial 
ted 
the 
as 
“his 
an 
i) 
en- 
nk- 
57- 


357. 
ain, 
s al 
ecie 
Atn 
lian 
tra- 
ised 
2eks 
rant 

the 
This 
lone 

the 
next 

the 
ber, 
Oni- 
ues, 
m, a 


bad 





CLEARING HOUSE 


harvest in 1858 and two years of 
black depression.’”’ The Colonial Bank 
of Canada, which passed out in the 
crisis described by Breckenridge, had 
a very short-lived career and _ its 
decease did not occasion much loss. 
The last return, dated September, 
1859, submitted by this institution to 
the government, makes interesting 
reading in the light of present day 
bank returns. On the liability side, 
capital stock paid in is shown at 
$132,500. Notes in circulation 
appeared at $75,300 and balances due 
to other banks $3,061. The bank had 
$21,517 appearing under the head 
“Cash deposits payable on demand” 
but nothing was shown opposite “‘Cash 
deposited bearing interest.’ The assets 
consisted of $18,769 in coin and bullion 
with only $262 shown under “landed 
property.” The bank held $13,200 in 


government securities and $5,923 of 


notes and bills of other banks. Bal- 
ances due from other banks were 
shown at $54,713 and bills and notes 
discounted at $119,245. 


* * * 


The Canadian system of branch 


banking, with presidents, general man- | 


agers and 
the affairs of branches from head 
offices in the larger Canadian cities, 


superintendents directing | 


is sometimes puzzling to visitors from | 


states where branch banking is not 
common. The intricate machinery in 
which authority is delegated to the 
manager is not easily understood by 
newcomers to whom the president of 
the local bank is usually a well-known 
citizen of the town and often a per- 
sonal friend. The following little 
narrative of an American customer’s 
first introduction to Canadian banking 
as related by a western manager will 
no doubt be appreciated by both 
branch and independent banker. <A 
visitor from the South who had some 
Canadian interests, dropped into a 
country branch of a large Canadian 
bank and asked to see the president. 
It was after banking hours and the 


only member of the staff around at | 


the time was a youthful and rather 
pompous junior who was stunned at 
the request. In awestruck tones he 
assured the American that the presi- 
dent was a big man who had an office 
in a palatial building in Toronto. The 
junior was sure that he didn’t bother 
with such a small matter as the Tank- 
town branch. The visitor tried an- 
other tack and said that he guessed 


the vice-president would do. The 
junior warmed to his task. The vice- 
president was Sir So-and-So. He was 


at present in England and had never 
been known to come to Tanktown. 
If he did, the town would probably 
ceclare a public holiday. ‘“‘Well, how 
about the general boss of the bank,” 
said the visitor, rather impatiently, “Is 








Y all means, wings for 

collections ... for if 
there's one thing a bank wants 
in connection with collections 
it's speed . .. speed in the 
actual record work, speed in 
fulfillment of the customer's 
obligation. 


McBee has developed a local 
collections method that’s not 
only speedy, but highly ac- 
curate, efficient and econom- 
ical. Here are some of the 
features: 


—five records (Register, Re- 
mittance Letter, Notice, 
Acknowledgment, and 
Tickler) at one writing; each 
a separate color. 
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M'Bee 


Method of the Month 
“JULY: 


Kotor Wy (Co ETAIONE 





—continuous register; no 
copying to subsidiary 
records. 


—provisions for handling col- 
lections on monthly pay- 
ment basis. 


—control of collections numer- 
ically, cross index alpha- 
betically. Instant reference 
to all items. 


—forms designed for transit 
machine or typewriter. 


Have the McBee man in your 
city show you the folder con- 
taining samples of the forms 
used in the McBee local col- 
lections method. 
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A branch office in LONG BEACH — Population, 142,032 


One of the 410 offices through 
which this banking organization renders statewide corre- 
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he within a hundred miles?” The 
junior appeared shocked. He no 
doubt meant the general manager. 
Here too was a big man who lived in 
Toronto. The general manager, how- 
ever, had been out west two years ago 
and had arrived in town in a special 
car with the president of the C. P. R. 
He had only stayed fifteen minutes, the 
junior added regretfully. It was at 
this point that the American customer 
interrupted him. “Say, Sonny,” he 
said, “‘could a feller have a few words 
with the janitor of this here institu- 
tion?” 
* o* * 


Economists, statisticians and finan- 
cial editors who mulled over the 
Canadian chartered bank statement 
for March, issued a few weeks ago, 
wiped their glasses in perplexity. The 
report as released by the Department 
of Finance showed current loans at 
$1,170,513,920, a spectacular increase 
of $107,000,000 over the previous 
month’s total. The experts were 
stunned. Here was a boom which had 
crept up on them during the night. 
Many of them wondered if the easy 
money policy had reached the personal 
loan department of their local bank 
and reached for the telephone. The 
telegraph wires, however, soon burnt 
out the boom and the good old alibi 
was produced. It was just another 
typographical error. The upturn after 
all was just small change, a nominal 
increase of $700,000, and the total 
should have read $1,070,513,920. 


* * * 


While the Dominion Department of 
Finance is opposed to currency infla- 
tion, there are many individuals in 
Canada who would willingly relieve 
the money shortage by contributing 
some of their own making. Not for 
many years have there been so many 
cases of counterfeiting in Canadian 
police court dockets. The Royal 
Canadian Mounted Police assume the 
responsibility of nipping these counter- 
feiting plots in the bud and the 
famous constabulary appear to be 
doing a good job of it as a recent 
Vancouver case would indicate. The 
coast episode reads like a dime thriller. 
A few months ago two men were 
arrested by the Vancouver police. 
One with a criminal record was held 
in connection with a shooting affray 
and the other on some nominal charge. 
Both were placed in the same cell and 
the one with the criminal record 
persuaded his weaker companion to 
enter into a counterfeiting plot with 
him when they were released. The 
man with the nominal charge was 
released first and he made several 
attempts to get bail for the counter- 
feit leader and eventually he was 
released too. Preparations for the 
making of money were then made and 
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the criminal’s new friend showed so 
much aptitude that the instigator of 
the plot became enthusiastic. “From 
now on you are my partner,” he told 
him. “I am going to teach you how to 
make money.” The plans proceeded 
apace but one hitch developed. The 
criminal’s apt pupil and new found 
friend turned out to be a constable of 
the Royal Canadian Mounted Police. 


* * * 


The women have scored again. A 
girl teller of a branch of the Bank of 
Nova Scotia in British Columbia has 
shown that a woman never forgets. 
She recently identified and caused the 
arrest of a notorious bandit, a former 
customer of the bank before he turned 
to crime. A factor in the identifica- 
tion which quickened her memory was 
that he had a pernicious habit of 
transacting his business early before 
the cash was sorted in the morning — 
which, in the opinion of many tellers, 
should have been sufficient to cause 
his arrest. A girl clerk of the East 
Templeton, Quebec, branch of the 
Banque Provinciale du Canada has 
also appeared in a star role. A bandit 
entered the bank and brandishing a 
revolver ordered her to open the safe. 
Instead of complying, the young lady 
ran screaming from the bank and 
alarmed the neighborhood, the holdup 
man decamping without any loot. 
This, says a bachelor banker, just goes 
to prove that you never know what a 
woman will do in a holdup. The 
wrong move is usually the right move 
and the women usually make the 
wrong move. 

* * ” 


In discussing reserves and liquidity, 
a branch manager points out that 
bankers’ problems are little understood 
by the general public. The same 
customer who steps into the bank and 





writes a check for $10,000 on his | 


savings account and gets the cash on 
demand, will grouch a few months 


later when the bank refuses to make | 


him a long-term loan. Banks are 
called upon to meet many unusual 
situations which are taken as a matter 
of course by customers. A colliery, 
the principal industry of a Nova Scotia 
town, closed recently with practically 
no warning. The numerous foreign- 
born workers employed immediately 
withdrew their savings in cash and 
prepared to sail for their homelands. 
The withdrawals were a small matter 
to the institutions represented there 
but comprised a good proportion of 
the deposits of the local branches. 
The manager wonders what would 


have happened if the branches had | 
been operated independently. Even | 


an unusually strong liquid position 
would not have been sufficient to meet 


this situation which was one over | 


which the banks had no control. 
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@ The best bank check paper 
requires safety, strength, dura- 


bility and permanence. 


It is not enough to know 


that these all-important attributes 


are present when made; its safety 


features should remain through 


the life of the check; its strength 


should not weaken through later 


TH€E QUALITY 


GILBERT 


exposure to the various industrial 
chemical atmospheric impurities 
and its durability and permanence 
should be really permanent. 

@ These characteristics are in- 
herent qualities of Gilbert Safety 
Bond. None have suffered in the 
process of making this high grade 
bond sheet a bank safety paper, 
safe against any attempted chem- 
ical or ink erasure alterations. 
@ Manufactured in a modern 
mill with 45 years’ experience in 
fine paper making by Gilbert 
Paper Company, Menasha, Wis. 
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Patience Till the Tide Turns 


They have done a good job of it, too. 
For certainly the public’s nerves are no 
longer nearly so jumpy as they were in 
midsummer of 1931, and they seem to 
grow calmer each month as judged by 
the statistics of bank closings. 

These are the major responsibilities 
of banking in these particular times. 
Fortunately for everyone concerned, 
this kind of banking serves a double 
purpose. It is unquestionably the most 
profitable course for the individual 
bank and for banks as a group. And 
while a banker is thus serving his 


(Continued from page 8) 


private interests, he is at the same time 
doing those things which are most 
valuable in improving the nation-wide 
and the world-wide condition. The 
banker who allows himself to be di- 
verted from these major tasks of to- 
day’s banking is helping neither his 
own institution nor the general 
situation. 

It is, of course, disconcerting to sit 
among our difficulties and merely mind 
our own business in_ conservative 
is an inter- 
on the soundness 


fashion — incidentally, it 
esting commentary 





before they got started / 


Just as surely as burglars and bandits attempt to 
attack an A. D.T. Central Station protected bank, just 
as surely is an A.D.T. patrol speeding to the scene. 


A.D.T. Central Station protection services include 
electrical devices installed within the bank which 
transmit warning signals—day or night—to the near- 
est A.D. T. Central Station. There is immediate, or- 
ganized response of the armed forces of A.D.T., 
with police department cooperation, when needed. 


It is significant that the United States Treasury and 32 
Federal Reserve Bank Buildings are protected by 
A.D.T. systems. A new booklet—“The Inside Story of 
Bank Protection”—mailed to executives on request. 
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of this country’s financial organization 
that enlightened selfish action by its 
bankers is today probably the best cure 
that any of us can admitister to a sick 
business world. But sitting conserva- 
tively minding our own business is too 
passive to give us much psychological 
release. It would relieve our feelings 
to do something more active, like 
putting on a house-to-house canvass 
for new accounts or engaging dozens of 
billboards to attract business for the 
foreign department. It seems as if we 
should be able to go out and replace 
lost deposits by good hard solicitation 
and ingenious advertising. During the 
years when most of the younger 
bankers were getting their experience, 
such aggressive means have been 
effective and it is at times difficult 
even for those of us who are a little 
older to keep firmly in mind that they 
cannot get the same results now be- 
cause general business conditions are 
not right for them. 

By all means let us maintain our 
normal efforts to build deposits. Let 
us even increase these efforts a little if 
circumstances permit. But don’t let’s 
get unduly excited. Let’s not run to 
the doctors who will give us new- 
fangled medicine and reckless promises 
when what we need is a time-tried 
remedy that is sure to improve our 
health if only we stay with it faithfully. 

When any of us feel the urge to do 
something a bit radical to regain for 
our institutions the steady growth 
which came so easily when the times 
were right for it, we shall do far better 
not to yield to it. Rather we should 
keep calm and remember all of the 
time that if we mind our own business, 
the whole thing will eventually turn 
out satisfactorily. 

This, after all, is the best policy for 
practically all of us to pursue. It has 
this very great advantage, that if we 
do not waste time and energy —yes, 
and money —chasing after palliatives 
which look promising to us simply be- 
cause we so fiercely wish for relief, we 
shall have just so much more time and 
energy and money with which to effect 
a cure by tackling the real problems 
one by one. 

And mind you, only as we solve these 
major problems one by one can we 
hope for materially better conditions 
in our own institutions and in the 
national and international economic 
body of which our institutions are 
integral parts. 

DAILY chore of Miss Grace 

Williams, custodian of the Custody 
address files, is examining what she 
elegantly calls the “Hatched, Snatched, 
and Matched” columns of the news- 
paper. —Guaranty News. 
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Profit First in Safe Deposit 


other department of the institution. 

As previously suggested, we have 
steadfastly observed from the very 
first the most rigid supervision over 
the actual operation of the safe deposit 
department. We have dealt with it as 
a major operation and always fea- 
tured it as such. The manual of pro- 
cedure for our custodians was pains- 
takingly prepared and amended from 
time to time, to insure the utmost 
protection, and to make good the 
claims in our. advertising. For 
example, it was here at the “Old 
National’ that the present universally 
accepted system of identification and 
registration had its origin. That was 
in 1911. In 1912 it was described in 
detail in an article in the bulletin of 
the New York State Safe Deposit 
Association. It met with immediate 
approval by many of the banks in the 
East, and later was adopted through- 
out all sections of the country. 

It was my novel experience, in later 
years, to be shown this “new” identi- 
fication system by banks who had only 
then introduced it. It proved a long 
step forward in the protection it gave 
the bank, as contrasted with former 
methods, largely dependent on the 
frailty of human memory, and fraught 
with the constant possible danger of 
lawsuits. 

As a later step, the signed admission 
tickets are protected by a protecting 
device, to prevent alteration in the 
box number between the time of 
issuance to the customer and pres- 
entation to the vault custodian. By 
this simple means the chance of 
admitting a patron and allowing him 
access to another’s box, to which he 
may have obtained the key, is entirely 
eliminated. It is an added precau- 
tionary measure against admission by 
stealth, collusion or fraud. 

I have observed that there is a great 
deal of discussion on the question of 
leasing boxes to joint tenants. I have 
wondered why banks continue in this 
practice when there is such an easy 
way out of it. We discontinued this 
practice eight years ago and prepared 
ourselves for a considerable number of 
lost rentals by this change in our 
policy. However, a great surprise was 
in store for us when we found that out 
of a total of 8,000 boxes rented during 
this period, we lost only a dozen sales 
because of it. Rarely have we failed 
to prove to the prospect that it is 
really unwise and possibly unsafe to 
have one’s property under permanent 
joint control with another, and to per- 
mit admission after death. In the few 
cases where joint tenancy was applied 
for and insisted upon, it was evident 
that the applicants wished to evade 
inheritance taxes or probate costs, 


(Continued from page 14) 


objectives to which we, as a matter of 
plain ethics, cared not to become a 
party. 

It is really an excellent selling point 
with a prospect, when declining joint 
tenancy, to show him the extreme pre- 
cautions we take in his interest and 
protection. A common sense practice 
and one that overcomes objections to a 
large extent, is to permit access to the 
box of a deceased by the principal 
beneficiary, accompanied by the attor- 


ney for the estate, and in the presence 
of an officer of the bank allow inspec- 
tion of the box when in search of a will. 

If is our practice to rent our boxes 
to only one principal, and he in turn 
may designate one or more deputies 
under a power of attorney, whica 
authority ceases at the death of the 
principal. There should preferably be 
co-operation between the banks of a 
given locality on this question of joint 
tenancy, so that a prospect will not be 








“CHECKED” IN GREASY, GRIMY 
HANDS AND POCKETS 


For the time being, each check is a piece of money. It may go into a fine wallet or 


the grimy pocket of a suit of overalls. 


Hammermill Safety Paper has the all-around quality to meet the varying condi- 
tions, strength, durability, writing surface, and two safety features, the highly 
sensitized surface design and the water mark in the body of the paper itself. Ham- 
mermill makes only one grade of safety paper, the best that it can produce,made 
from raw material to finished product in one mill under the control of the finest 


laboratory in the paper industry. 


Checks constitute the largest item of bank stationery. The selection of the right 
check paper is important. We are ready to cooperate with any bank official inter- 
ested in obtaining facts that will assist him in selecting check paper. We have pre- 
pared a “test tube” of samples of Hammermill Safety Paper, containing full size 
sheets to be used for testing, and suggestions for making your own practical tests. This 
“test tube of Hammermill Safety” will be sent without charge to any bank official. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 
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Would You Sacrifice 
Your Tellers’ Lives 
To a Hold-Up Man? 


HE one sure way to make a 
hold-up man steer clear ‘of 
your bank is to assure him when 
he looks you over in advance, that 
you are equipped with an alarm 
system operated by Padua Foot 
Units. He knows that with Padua 
Foot Units an alarm can be given 
unnoticed by him, through a slight 
foot movement. He will not take 
the chance! 
Why endanger your employees’ 
lives when you can so surely 


protect them? Let us explain how 
Padua Foot Units can be made 
part of your system. 





Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
95 Seneca Street Cohoes, N. Y. 
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A Detail 


—but one that affects 
the continuous, profit- 
able operation of your 
Burroughs equipment. 


For the best results use only 
genuine Burroughs non-lint roll 
paper on your Burroughs. 


Ordinary paper often contains 
lint or minute particles of paper 
which fly into the mechanism 
and ultimately cause mechanical 
trouble. 


Buy Burroughs non-lint roll paper 
at the local Burroughs office, or 
order direct from 


Burroughs Adding Machine Company 


Detroit, Michigan 


Burroughs Adding Machine of Canada, 
Limited, Windsor, Ont. 


























granted a request at one bank that is 
denied him at another. 

Our policy was adopted following 
bitter experience, and upon the advice 
of our attorneys, who have consistently 
held that, “by reason of having one of 
the keys, the guard key, necessary to 
gain access to a vault box, it is con- 
sidered that the contents of the boxes 
are properties under the control of the 
bank. Upon the death of one of the 
joint tenants the bank would not have 
the right, with the knowledge of the 
tenant’s death, to surrender the 
custody of the contents to the survivor, 
and hence that the bank should not 
contract to do so.” 

Under our policy of recommending a 
deputyship, we are dealing with one 
authority and control. We are never 
drawn into any controversy over the 
legal or moral right of access to or 
ownership of the contents of the box. 
Neither are we called upon to take 
sides in family squabbles that so 
frequently are brought to the vault 
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manager for adjustment, and where 
he must choose whom to offend or 
favor. 

In conclusion, let me say that I 
believe bank officers should take the 
safe deposit department seriously, and 
operate it as a means of producing a 
profit, and not as a necessary evil, nor 
as a mere accommodation for the 
bank’s depositors. If this attitude is 
adopted and maintained—and our 
experience proves that it can be suc- 
cessfully done —the bank’s officers will 
inevitably take more interest in the 
department and utilize their contacts 
to merchandise the protection and 
service of the vaults to the depositors 
of the bank and to prospective vault 
patrons. In other words, officers will 
become profit-minded about the vaults 
just as they have become profit-minded 
about other departments, and will do 
everything in their power to make the 
vaults pay, instead of thrusting the 
burden entirely upon custodians or 
vault managers. 


How to Spend the Salary Cut 


(Continued from page 12) 


to see these old words, now the motto 
of the Order of the Garter, .running 
around this little button you’ve just 
picked up, lost over 3,000 miles from 
its home one day nearly 200 years ago. 
Quite a find, you think. And you 
wonder what happened to that English 
lad. Is he still here on this little 
island? 

Do you wonder what America was 
like then? Let us read from a soldier’s 
diary written in those far-off days. 

“Thursday, the 5th of July, 1758. 
Nothing strange. But we are 
obliged to work hard and no 
cider nor rum nor beer. This night 
an Indian shot at one of our 
sentries and the sentry shot at 
the Indian and drew blood out 
of him.” 

But you must move on a bit if you 
are to find arrowheads, Antoine says. 
So you embark again and Antoine rows 
around the end of the island and across 
to the far shore. And almost at once 
the flint shop opens for business. You 
suddenly stoop down and pick up a 
perfect arrowhead, a tiny one notched 
at the base. You follow along the 
shore and keep picking one up on an 
average of every twenty minutes. You 


count them and there are ten, which 
may have nested where you found 
them ever since Columbus steered 
curiously westward. 

It is fascinating, I think, when 
September paints the water maples 
along the rivers to hunt on a hunting 
ground such as is evidenced by these 
ancient arrowheads and old gun flints. 
What art is displayed in certain speci- 
mens you pick up! Sometimes an 
edge is cut so thin it is translucent 
against the light. Sometimes the 
arrowhead is fashioned with such care 
and symmetry it is a thing of art. And 
to think they were hammered out with 
a stone chipping hammer! Can you 
believe one of these little flints at the 
head of an arrow has been driven 
entirely through the body of a buffalo? 
It has happened. 

Do I see something coming into the 
sky over yonder? Is it that rich golden 
flush that precedes a harvest moon? 
Ah well, then, the outdoors will close 
on us for another year, but we knew 
for a bit the intense thrill of the 
shining pistol and the lunging trout 
and we rode our hobby, for once, at a 
full gallop. 


Life Policies as Collateral 


(Continued from page 19) 


put the policy on extended insurance. 
This right should be quite valuable 
to a bank, for if it is holding an insur- 


| ance policy as collateral for a debt and 


the policy has been in force a number of 
years, the cash value is considerable 
and if the insured is quite old and the 
bank has found it necessary to pay 
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the premiums in order to protect its 
interest in the policy, in a number of 
cases it might be found that the cash 
value would be large enough to pur- 
chase what is known as “Extended 
Insurance” on the life of the insured 
for the full face of the policy for a 
period beyond the probable expectancy 
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of the insured. Care should be 
exercised, however, for if the insured 
lives longer than the term of extended 
insurance, the policy will lapse and 
the bank will collect nothing. (3S. W. 
(Ind.) 1046. 179 Mo. Ap. 420. 187 
S. W. 153. 76 G. A. 575.) 

Since it seems to be necessary to 
show an insurable interest equal to or 
greater than the face of the policy in 
order to collect the full amount of a 
policy assigned to the bank (and this 
is true even when the policy is abso- 
lutely assigned to the bank), it is very 
important that the bank records be 
kept in such a way that the debt of 
the insured can be proven, and that all 
advancements in the nature of pre- 
miums can be shown. 

The general law is to the effect that 
the law of the state where the insur- 
ance contract is sold is the law that 
governs all questions as to insurable 
interest, the rights of creditors in a 
policy, and the exemptions, if any, 
given to the wife’s interest in the 
insurance policies to her husband. 
This is true even though the insured 
later changes his residence and lives 
in another state for a number of years. 

As to the validity of an assignment 
of an insurance policy, the terms of the 
particular insurance policy and the 
law of the state where the assignment 
is made govern. (214 Fed. 1. 241 U. 
S. 518. 168 Fed. 577. 37 C. J. 365.) 

In view of the above summary of 
the law affecting the pledging of life 
insurance policies, it is apparent that 
banks taking assignments on _ life 
insurance policies should exercise con- 
siderable care, yet if the insurance 
policy is effectively made subject to a 
loan or debt, to the extent of its value, 
it is splendid collateral. 


Deposit Guaranty in 
Congress 


(Continued from page 17) 


are in process of liquidation. The 
total deposits of banks of all classes 
failing between 1921 and 1931 he gave 
as $4,345,872,000. 

“If the bill proposed had been in 
operation,” he said, “it would not 
only have been inadequate but sunk 
beyond recall.” 

Representative Charles H. Brand, 
Democrat, of Georgia, a member of 
the banking and currency committee, 
in opposing the bill contributed some 
estimates of the assessments upon 
member banks provided under the 
bill. A bank with $100,000 in deposits, 
he said, would pay $162; one with 
$500,000, $1,625; one with $1,000,000, 
$3,250; one with $2,000,000, $6,500; 
one with $5,000,000, $16,250; and one 
with $10,000,000, $32,500. This rep- 
resentative did not object to a govern- 
ment guaranty but opposed any assess- 
ment upon the banks. 
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Lan, 


HENRY L. DOHERTY BUILDING 
INSTALLS YORK VAULTS 


HIS magnificent building in New York City is the new home 

of the Cities Service Company. From it are directed the ac- 
tivities of this great institution which has over 125 subsidiary 
companies, more than 25,000 employes and operates in 36 states 
as well as in Canada and Mexico. Its securities are owned by 
more than three-quarters of a million people. 
The selection of York Vaults by this great company to protect 
its vast resources is the most recent of many significant tributes 
to York excellence and York preeminence. 


YORK SAFE & LOCK CO. 
YORK, PA. 
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A Simple System for Keeping 


REVENUE TAX RECORDS 


We have in stock a complete set of forms for keeping the bank’s record of taxes on 
checks, safe deposit boxes, etc. With these forms the record of all such taxes is easily kept 
accurately. They are inexpensive and require but little clerical work. 

Samples will be gladly sent you without cost or obligation. Write, phone, or use the 


coupon below. 
CADWALLADER & JOHNSON 
844 Rush Street Bank Specialists CHICAGO 














| oeenen SEND ME A SET OF THESE FORMS FOR MY FILE. 








In writing to advertisers please mention The Burroughs Clearing House 





Thirty THE BURROUGHS Ct 


THIS 


BURROUGHS 
handles every adding} 


HETHER used for proving, transit letter writing or 
miscellaneous adding and listing, this Burroughs does 
each kind of work with the efficiency of a specialized machine. 


It adds simultaneously in two different adding registers, with 
the amounts in both registers being totalled separately. Also 
various groups of amounts may be listed and a total of each 
group printed. Then, by the depression of a single key, the 
grand total is obtained without recapping. 





As a proof machine, it proves items in small batches and 
makes batch sheet for bank’s record and tape to accompany 
items—both originals—in one operation. Errors are localized 
to a few items, no time is lost in checking for errors and work 
is finished on time. 


On transit letters it enables the bank to use the Numerical 
Transit System. Positive identification of payer and endorser 
is shown with every amount. Totals and identification num- 
bers are printed in red. 





Because the same machine can handle all proving, transit 
letter writing and miscellaneous adding, it is an economical 
investment for any bank. It lightens peak loads, saves the 
cost of specialized adding equipment and reduces operating 
expenses. The nearest Burroughs office will arrange a demon- 
stration at your convenience. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 








ADDING «- BOOKKEEPING - CALCULATING AND _ BILLING MACHINES 
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job in the Bank 





Burroughs Proof- Transit 
Adding Machine 


ADDING - BOOKKEEPING - CALCULATING AND 


BILLING MACHINES 


Thirty-one 





Proving 


Proves items in small groups, localizes 
errors to a few items and facilitates 
balancing. 





Transit Letters 


Enables the bank to use the Numerical 
Transit System and makes transit letter 
writing a fast operation. 








General Addition 


Has flexible keyboard, duplex adding 
feature, prints ciphers and punctuation 
automatically, thus ideal for all adding 
and listing. 














Thirty-two 


BURROUGHS 


CORRECT- 
POSTURE 






















































Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. For more details call our local office. 


DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 
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Thoughts on Account 
Analysis 


(Continued from page 10) 


of from 1 to 1% per cent on the average 
collected balance of each depositor. 
While this may be an accepted fact 
within the banking fraternity, still 
there is no reason why the depositor 
should accept it as a criterion unless 
the bank can justify the reasonable- 
ness of requiring a balance that will 
allow such a profit. 

The matter might be approached 
somewhat as follows: Certainly the 
investor in the shares of the bank hopes 
for at least 6 per cent on his invest- 
ment, to be paid either as a dividend 
or to accumulate with the bank in the 
surplus account, thus enhancing the 
value of his holdings. If this were not 
true, the investor might better place 
his funds in some other business. If 
we take 6 per cent of the average 
capital, surplus and undivided profits 
for the year and divide it by the total 
average collected deposits for the same 
period, the resulting percentage would 
indicate what should be a fair return 
on any account. 

If the ratio of deposits to capital, 
surplus and undivided profits is 5 to 1, 
the resulting percentage will be 1.2 per 
cent. At a ratio of 4 to 1, the per- 
centage is 1.5 per cent. Few banks 
have a stronger ratio than 4 to 1. Ata 
ratio of 6 to 1, the percentage is 1 per 
cent. In computing the ratio of de- 
posits to capital funds of a bank having 
a savings department, it would be well 
to ignore the strictly savings accounts 
and use only the deposits of the com- 
mercial department. The reason for 
this is that savings deposits actually 
require little or no capital and a bank 
with a large savings department might 
find its ratio as high as 10 to 1 if the 
savings deposits were used in the ratio 
calculation. 

Under this theory, every checking 
account should show an earning of 
about 1 to 1% per cent to pay its way. 
If, upon analysis, an account shows 
earnings at a lower rate, steps should 
be taken to get the account on a 


| proper basis. This may be done in any 
| of several ways as best fits the situation. 


In applying costs against an account 


| having a large volume of activity, it 
| would be well to shade the figures, as 


usually such activity in bulk can be 


| handled more efficiently than the regu- 
lar run of the work. In this connection 
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it must be remembered that per-item 
costs are averages and so a slight re- 
duction of costs for certain accounts 


cannot be considered out of order. 


It cannot be said just what your 


| costs per item should be. There can 


| 


be no such thing as a uniform cost per 
item for any group of banks but each 
bank should work out and apply its 
own costs. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-7-32-ADV. 




















